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The Comptroller of the Currency, 
Mr. Lawrence O. Murray, has made 
a new departure in the management of his important bureau of gov- 
ernment and one which should be of great value in the public inter- 
est. He has adopted the plan of calling his force of National Bank 
Examiners together from time to time for the purpose of giving them 
instruction upon the duties of their office and to permit of mutual dis- 
cussion of various lines of their work which will make the national 
bank examination service more efficient. It is remarkable that some- 
thing of this kind has not been done before by previous Comptrollers, 
as the calling together of subordinate officials for purpose of instruction 
and discussion is something common in many lines of public service. 

The meeting called by the Comptroller of the Currency convened 
in the city of Washington recently, the announcement being made 
that it was called ‘‘for the purpose of discussing measures of re- 
form.” Forty-three bank examiners were present. The Comp- 
troller made an opening address which in strong terms pointed out 
the deficiencies in the present examination service and demanded 
better and more efficient work. The Comptroller said: 

‘*T have called you together this morning for a general conference 
not only between you and the officers here, but between yourselves. 
There can be no successful administration of this bureau unless your 
reports absolutely reveal the true condition of the banks which you 
examine. I have no means of knowing the condition of the banks 
except by the reports which you make, and some of these reports 
indicate that a few examiners do not realize the obligations of the 
office. 

‘*T say to you emphatically this morning that your work must be 
improved; embezzlements have failed of discovery ; defalcations and 
dishonesty have been concealed from you, and in many cases you 
have failed to correctly or even approximately estimate the value of 
the paper and securities held by the bank. There are in this office 
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instances where an examiner has failed to discover in several succes- 
sive examinations various shortages or other criminal wrong-doing. 

‘*In some few instances the examiners are not to blame for fail- 
ure to discover dishonesty, but it is difficult to convince the public of 
this fact, so that the effect is just the same. But in many instances 
subsequent investigation has shown that the failure of the examiner 
in this respect was due wholly to defective methods, hasty or per- 
functory examinations, or absolute incompetency. 

‘*One of the most essential features of an examination is the cor- 
rect valuation of the assets. In this respect the examiner cannot be 
too careful and painstaking. 

‘*A great many reports received from examiners indicate hurried 
work. If getting fees from the bank is more important to you than 
getting information about the bank from me, then resign at once. 
An examiner should remain in the bank until he is thoroughly satis- 
fied that he understands its condition, instead of measuring the 
amount of time devoted to an examination, by the amount of the fee 
that he will receive therefor. 

‘*TIt would increase the value of such examination if the examiner 
should call upon a committee of two or three members of the Board 
of Directors and have them go over the discounts with him. In this 
way, during any given year, a large number, and possibly every 
member of the Board of Directors, would be compelled to pass judg- 
ment upon their value and character. 

‘*Some examiners who have beenin the service some time have 
actually failed to read their book of instructions and even the printed 
matter on the blank forms on which they make their reports. Fre- 
quently letters are received from examiners making inquiries on 
certain points on which the information is given in plain print on 
the blanks which they use. The time for such careless methods 
has gone by. 

‘* Very often the reports are submitted here with nothing but the 
bare figures given. The personal equation is important, and you 
should take time to write a letter if the situation requires such course. 

‘*Do not let me give the impression that I believe the system of 
examiners is a failure. We have some men who are doing good 
work, but we have had in the past and have to-day some who are 
looking more to the fees they can gather in than to a conscientious 
performance of their duty. 

‘* While I am Comptroller the examiners must be ready to ac- 
cept an assignment to any place in the United States. Hereafter 
there will be no such thing as an examiner being assigned to a par- 
ticular district and remaining there indefinitely, unless his work 
justifies such action. Ifa man’s work in one district is not up to the 
standard requirement, he will be temporarily assigned to another, 
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and if in this second assignment his work still continues to be below 
par his resignation will be asked for at once. 

‘*When an examiner finds a bank in an unsatisfactory condition, 
he should not deem his duty discharged by simply reporting the 
facts and then hurrying away to another bank to obtain another fee. 
He should convene the Board of Directors, fully explain to them the 
situation and insist upon an immediate correction to the fullest pos- 
sible extent of the unsatisfactory condition complained of, instead of 
leaving it to the Comptroller, as many examiners do. 

‘*Now, gentlemen, in conclusion, there is no use of saying that 
the present fee system of bank examination is wrong in theory. 
That is beside the question, for it is the only system which Congress 
has given us to work under, and we must do the best we can with it. 

‘*A good man will work a bad system quite successfully, but a 
poor man and a poor system is a hopeless combination. 

‘*T tell you this morning, in all earnestness, that the standard of 
the work done must be raised and that if you are unable to meet the 
standards which I require, and if, further than that, you are unable 
to discover the true conditions of a bank do not send excuses; simply 
send in your resignation and your commission for cancellation.” 

The foliowing is a memorandum of subjects presented for discus- 
sion by the examiners during their meeting: 

Best method of verification of bank or correspondent balances to 
detect shortages or other manipulations. Some very serious condi- 
tions have arisen through imperfect verifications of such accounts. 

Best method of verifying the individual deposit ledger, the most 


vulnerable account in the bank for the perpetration and concealment 
of shortages. 


Best method of determining the financial responsibility of the large 
borrowers. Some examiners are very indiscreet in this respect and 
frequent complaints are made to the office both by the banks and the 
borrowers because of such indiscretion. 

Best practice to follow in verifying certificate of deposit account, 
cashiers’ checks and certified checks. 

The subject of banks borrowing money by rediscounts or other- 
wise and not showing such liability on the books as bills payable. 
Frequently a side agreement exists between the borrowing and lend- 
ing bank in regard to the liability which does not appear on the books. 

An examiner can frequently obtain valuable information by an 
examination of the correspondence of the banks. Examiners who 
have been in the practice of doing this should give the benefit of 
their experience in this respect. 

The practice of using any part of the clerical force of a bank to 
assist in an examination by examiners, should they have no regular 
assistant, and the care that should be exercised to prevent frauds 
from being worked upon the examiner by such assistance should be 
fully discussed. In some instances adding machines have been man- 
ipulated to cover shortages, and other deceptions have been practiced 
upon examiners in this way. 

There should be a general discussion on the subject of what con- 
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stitutes insolvency. Some examiners have wired or written the office 
recommending that banks be closed on the ground of insolvency 
when as a matter of fact the losses simply amounted to an impairment 
of capital. The lack of knowledge on the part of some examiners as 
to what constitutes insolvency has made it necessary for the office to 
require a full statement of the bank’s condition before acting upon 
the suggestion of the examiner. A bank is not insolvent until its en- 
tire capital, surplus and undivided profits are absorbed by losses and 
its remaining assets are insufficient to cover its liabilities to deposi- 
tors and other creditors, exclusive of capital stock. 


There is no question but that a meeting of this kind will be pro- 
ductive of beneficial results and make for greater efficiency in Na- 
tional Bank Examiners. There is every evidence that we have a live 
Comptroller at the head of the bank supervisory branch of the gov- 
ernment service and one who will be keenly on the alert to remedy 

efects in this branch of government work. 


Ss 


The Supreme Court of Tennessee has handed 
down an important decision in which it decides 
several points in the law of bank collection. Bankers of Tennessee 
should read this decision carefully. In the first place, it is negligent 
for a collecting bank to send an item direct to the drawee for pay- 
ment. This is generally so held elsewhere, but not universally so. 
But it is also to be observed by this case that where the collecting 
bank, which has taken the drawee's remittance draft and protested 
it, returns the same to its principal and the principal receives it and 
allows himself to be charged back with the amount of the original 
item, he ratifies the collecting bank’s act in sending the check to the 
drawee and cannot recover. 

Another matter which the court passes upon is the proposition 
that a bank cannot, by notice printed on its stationery, protect itself 
against its own negligence. This is the prevailing rule as to common 
carriers but we are not aware it has ever been so held heretofore with 
reference to banks. A common carrier is obliged to carry all goods 
tendered to him but a bank is not obliged to undertake the collection 
of all items offered to it for that purpose. And this it seems should 
make a difference. The court however merely affirms this proposition 
that the bank cannot exempt itself by notice from its own negligence; 
it does not consider the matter at all exhaustively. 


Collection Law. 


The State of Washington is in a way the pioneer in 
the matter of tax reform. It has adopted a system 
of taxation under which all ‘‘ credits” are exempted with the excep- 
tion of ‘‘money”’ which cannot be properly classed as accredit. The 
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taxation of credits results in reality in double taxation; if the money 
in A’s hands is taxed, the debt of A to B for that money should not 
be taxed to B as a credit. 

The policy of this law of the State of Washington exempting 
credits from taxation has heretofore been stated in our pages. We 
are now pleased to give our readers full text of the important 
decision of the Supreme Court of Washington in which the constitu- 
tionality of this law is upheld. The law and the decision thereunder 
are particularly valuable for the attention of bankers for in the de- 
cision may be found a full statement of the law and its policy which 
will have an educational value in other states. 


The Washington A copy of the proceedings of the Thir- 
Reserve? Anuentotten, teenth Annual Convention of the Wash- 
ington Bankers’ Association has been 

received. Among other valuable matter the book contains addresses 
by Mr. Arthur Reynolds and Mr. W. R. Andrus on “‘ The Currency 
Question” and that of Mr. W. O. Jones on ‘‘ The Ideal Country 
Banker.” In an appendix, copies of all the laws advocated by the 
Standing Law Committee of the American Bankers’ Association are 
published. Mr. P. C. Kauffman, the Secretary of the Washington 
Bankers’ Association, is a member of the Standing Law Ccmmittee, 


and his Association has unanimously adopted a resolution recom- 
mending the passage of these laws. 


SS 


Bank QGaeener The Canadian Parliament at its last Session 
i“ QGaneda. enacted an amendment to the Canadian Bank Act 
giving authority to the banks to issue emergency 

circulation during the periods of crop moving, these notes to be in 
addition to the circulating notes previously authorized. Heretofore 
the law had made provision only for the issuance of circulating notes 
to an amount not exceeding the unimpaired paid-up capital of the is- 
suing bank. The amendment referred to provides that ‘‘during the 
usual season of moving the crops, that is to say from and including 
the first day of October in any year to and including the thirty-first 
day of January next ensuing, in addition to the said amount of notes 
hereinbefore authorized to be issued for circulation, the bank may 
issue its notes to an amount not exceeding 15 % of the combined un- 
impaired paid-up capital and reserve or rest fund of the bank, as 
stated in the statutory monthly return made by the bank to the Min- 
ister for the month immediately preceding that in which the addi- 
tional amount is issued.”’ Interest is to be paid on the additional is- 
sue at a rate to be fixed by the Governor in Council, but not exceed- 
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ing 5 % per year. In the case of the Bank of British North America, 
whose issuance of circulating notes under the old law was restricted 
to 75 % of its unimpaired paid-up capital, but which was empowered 
to issue notes to the full extent of its paid-up capital upon the deposit 
with the Minister of cash or bonds of the Dominion of Canada to an 
amount equal to the excess above 75 per cent., the amount of addi- 
tional circulation which may be put out during the crop-moving per- 
iod is fixed at 10 % of the combined unimpaired paid-up capital and 
reserve or rest fund. 


a 


Gti Guasnety The Supreme Court of Oklahoma 
Fund Held Constitutionat. handed down an opinion on the 10th 
inst. upholding the constitutionality 
of the Guaranty Fund established by the act approved last February. 
The decision is given in a test suit brought by the Noble State Bank 
which refused to pay the 1 % tax into the fund on the ground that it 
was unjust and unconstitutional to take the property of one person 
for the benefit of another and that it was taking away property with- 
out due process of law. The opinion was unanimous, the court hold- 
ing that the law is neither repugnant to the State or Federal Consti- 
tution. 

That the Oklahoma court would affirm the constitutionality of the 
law was expected but there is, notwithstanding, grave doubt whether 
its opinion is sound. The case will be appealed to the Supreme 
Court of the United States and many lawyers believe that tribunal 
will declare the law unconstitutional. 


——— 


Seiitens: tn Chisheme. A suit has been instituted on behalf of the 

Farmers and Merchants Bank of Hinton 
and the Farmers Union Bank of Prague against the State Banking 
Board of Oklahoma to contest its claim that it may limit the number 
of banks a town or city may have. The Board is said to have re- 
fused to grant a charter to the Hinton institution on the ground that 
there are already enough banks in the town and a similar reason has 
been advanced for its refusal to approve the list of reserve agents of 
the Farmers Union Bank of Prague, notwithstanding the fact that 
that bank has obtained a state charter and paid its assessment of $300 
into the Deposit Guaranty Fund. The case has already been decided 
by the District Court at Guthrie. Judge Huston rules that the board 
has no power to limit the number of banks a municipality may have 
and orders the State Bank Commissioner to grant the banks consent 


to operate. 
Ss 
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Senate Annie The following resolution adopted by the 
Gn Bareees. Executive Council of the Alabama Bank- 

ers’ Association at a conference recently 

held at Birmingham between the bankers and farmers, is of interest- 


Whereas, The increase or decrease in the price of cotton of only 
one cent per pound means an increase or decrease of $5,000,000 in the 
pockets of the people of this State, and in this way affects the welfare 
of every individual in the State; and 

Whereas, The Farmers’ Union of Alabama and the Southern Cot- 
ton Association have steadfastly held the opinion that it was unwise 
for the farmers torush a large proportion of their cotton upon the 
market soon after it was gathered; and 

Whereas, We agree with said organizations in the view that it is 
best for the farmers and for the people of the State at large, that the 
cotton crop should be put on the market slowly and steadily; and 

Whereas, Many farmers need assistance in order to hold a reason- 
able amount of their cotton and thus aid in preventing a depression 
in price; and 

Whereas, The banks of Alabama have always felt a kindly interest 
in the men who till the soil; and 

Whereas, At this particular time there should be some concert of 
action between the farmers and bankers in this State, and indeed be- 
tween the farmers and bankers in all the cotton States; and 

Whereas, The multiplication of banks and warehouses in Alabama 
affords facilities which have never heretofore existed for maintain- 
ing a reasonable and stable price for cotton much needed by trade, 
manufacturing and agricultural conditions; Now, therefore, be it 

Resolved, that the executive council of the Alabama Bankers’ As- 


sociation does hereby recommend to the banks of Alabama that they 
extend during the next few months all reasonable accommodation to 
the farmers of this State. 


This resolution, it is seen, reeommends that accommodation be 
given the farmers of Alabama so as to enable them to hold a reason- 
able amount of their cotton and thus aid in preventing a depression 
in price. 


——S—_ 


The new uniform bill of lading in two forms, re- 
cently recommended by the Interstate Commerce 
Commission is not satisfactory, it would seem, to the National Indus- 
trial Traffic League. At a meeting of the League recently held in 
St. Louis the following resolution was adopted: 

Whereas, The National Industrial Traffic League is of the belief 
that the proposed uniform bill of lading is in restriction of the statute 
and common-law rights of both shippers and carriers; 

Whereas, Carriers in Western classification territory have recog- 
nized this by abolishing Rule 4 and have substituted a rule that they 
will transport property subject only to statute and common-law liabil- 
ity, and therefore cannot adopt the proposed uniform bill of lading, 
which would be in conflict with the classification conditions; 

Whereas, The National Industrial Traffic League hereby re- 
affirms its previous position that a plain bill of lading, subject only to 
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statute and common-law liability, should be used until the National 
Congress legislates on this subject; 

Resolved, That we advise all members to print and use the fol- 
lowing form of bill of lading, when offering property to carriers for 
transportation, as the carriers cannot refuse to accept and forward 
property subject to their legal obligations; 

Non-negotiable bill Received from , property de- 
scribed in apparent good order, except as noted (contents and condi- 
tion of contents unknown), to be transported and delivered in accord- 
ance with provisions of law in like good order to consignee. 


The bankers, equally with the National Industrial Traffic League, 
favor a clean bill without any conditions but in the present condition 
of the law, as it exists in the various states, this has been deemed too 
radical a step for immediate action and bankers are very well satis- 
fied with the uniform bill which has now been promulgated, one form 
on white paper for straight shipments and one form on yellow paper 
for order shipments. 

The League, also, at the meeting aforesaid, instructed its Wash- 
ington Committee to formulate a bill to be introduced at the next 
session of Congress covering the following subjects: ‘‘ Right of 
shipper to route freight; responsibility of carriers for rate quota- 
tions; approval by Interstate Commerce Commission of tariff before 
the same becomes effective.”’ 


SS 


Guanes ot It is a general rule of commercial law that a bank 
Forged Check. Which pays a check upon which the signature of 
its customer has been forged, is paying its own 

money and cannot charge the payment to its customer’s account. 

A recent decision of the Supreme Court of Oklahoma illustrates a 
‘state of facts where this rule does not apply. In the case before the 
Court the bank received a sum of money from A to be delivered to B 
on a check drawn by B. It paid the money on a check which bore a 
forgery of B’s signature. The court holds that in such a case the re- 
lationship existing between the parties is altogether different from 
that of banker and depositor, wherein the bank is a debtor for the 
fund and if it pays the money out upon a forgery it is paying its own 
and not its depositor’s money. The court holds that in the present 
case there is no such relation but that the bank holds the relation of 
bailee without hire who undertakes to perform a service for the bene- 
fit of the bailor. In this relation the rule applies that the bailee is 
not liable where he exercises good faith and ordinary diligence with 
respect to the subject of the bailment. In this case the bank did use 
such ordinary care although it paid the money out upon a forgery, 
therefore it is not responsible. 

The case is an interesting one to illustrate the distinctions taken 
in the law between the different relations and degrees of liability 
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which a bank holds or incurs in the variety of business dealings which 
it conducts on behalf of the commercial world. 


—_—3 


The State of Alabama is one of the three 
states (North Carolina and Mississippi 
being the other two) in which the courts have held that a bank which 
purchases a draft to which is attached a bill of lading takes over the 
contract of the shipper with the consignee and warrants to the latter, 
who is the drawee of the draft, the quality and quantity of the goods 
represented by the bill of lading. 

This doctrine, as is well known, is contrary to the rule of com- 
mercial law which is quite generally recognized that the bank is a 
bona fide holder of commercial paper and has nothing to do with the 
consideration between the shipper and purchaser of the goods. 

It is interesting to note that the Supreme Court of Alabama has 
recently had a case before it, which it distinguishes from those upon 
which its prior decisions have been founded and makes a decision 
more in consonance with the well-settled principles of commercial law. 
The case in brief is this: Swift bought a bale of cotton from Gibson 
to be shipped tothe Jones Cotton Co., Decatur, Alabama. Gibson 
shipped the cotton to Decatur, receiving a bill of lading. Swift drew 
a draft in favor of Gibson on the Jones Cotton Co., for the price of 
the cotton. Gibson attached the bill of lading to the draft, indorsed 
both in blank, and the draft was discounted by the Bank of Gunters- 
ville. The Jones Cotton Co. accepted the draft, but refused to pay 
it because of a landlord's lien on the cotton, known only to Gibson, 
to satisfy which the cotton was sold. 

On this state of facts the court holds that the Jones Cotton Co., 
acceptor, is liable to the bank, bona fide holder of the draft, and can- 
not set up a failure of consideration. Distinguishing the case from 
those in which it has held that the bank is warrantor of the goods 
represented by the bill of lading, the court says that ‘‘ there was no 
retention of title to the property by the vendor in the case before 
us. The bank discounting the draft sued on wasin no sense the 
vendor of the bale of cotton forming the consideration of the draft 
drawn by M. T. Swift on the defendant in favor of the payee, Gib- 
son. When Swift bought the bale of cotton from Gibson, and in- 
structed him to ship it to the Jones Cotton Company, the delivery of 
the cotton tothe common carrier by Gibson, consigned to the Jones 
Cotton Company, in pursuance of Swift’s instructions, divested the 
title out of Gibson. The indorsement by Gibson of the draft with 
bill of lading attached, did not operate to put the legal title to the 
bale of cotton in the plaintiff ; nor did it, as said above, constitute 
the plaintiff the vendor of the cotton. The plaintiff became the 
owner of the draft before its maturity, in the ordinary course of 
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business, and consequently the drawee and acceptor cannot be heard 
to set up the defense of failure for want of consideration.” 

This case will prove of interest to banks which handle bill of 
lading drafts and especially to banks in Alabama. 


Checks On other We report in this number an interesting de- 
Banks’ Forms. cision of the Supreme Court of Kansas in 
which the court holds as a proposition of law 
that it is not negligence for a bank to pay acheck written on the 
blank of another bank without making inquiry. The case was a 
somewhat peculiar one. A depositor had sued the bank to recover 
the amount of a check which the bank paid but on which he alleged 
his signature had been forged. There was a great deal of doubt 
whether his signature was genuine or forged and the jury returneda 
finding that they could not agree whether the signature was written 
by the plaintiff. They however found that the bank was negligent 
because it had paid the check which was written on the blank of 
another bank without making inquirv; and on this finding of negli- 
gence the court rendered judgment in favor of the depositor. The 
Supreme Court of Kansas reverses the judgment, holding that where 
it was not established that the depositor’s signature was forged it 
was error to render such judgment, as the fact that the bank paid a 
check drawn on the blank of another bank was not sufficient to con- 
stitute negligence on its part. The court said: ‘‘ There is no invar- 
iable rule by which customers of a bank are required to use a blank 
check prepared by the bank and in the ordinary course of business it 
is of very common occurrence to use a check of another bank, erase 
the name and insert that of the bank in which the depositor’s ac- 
count is kept. This occurs every day in all banks.” 

While it may be true that a bank is not chargeable with negli- 
gence where it paysa check on another bank’s blank and that it may 
charge the amount of such a check to its depositor, where the check is 
genuine, it is nevertheless a dangerous practice in many cases to pay 
checks drawn on the blanks of other banks for if the erasure and sub- 
stitution of one bank for another be a forgery, the bank is responsible 
and cannot charge the payment of the check to its depositor. We 


published just such a case, decided in Texas, two or three years ago. 
A man had given his check on his bank and then had stopped pay- 
ment. To insure that the money would not be collected on the 
check, he transferred his account to another bank. The payee, learn- 
ing these facts, simply changed the name of the drawee on the check 
to the new bank, presented the check and received payment. The 
bank was held responsible and could not charge the payment to its 
depositor’s account. It had paid a check upon a forgery of the 
drawee’s name which was equally as fatal as it it hed paid a check on 
the forgery of the drawer’s name. 





THE BANK CREDIT MAN. 


Address by George E. Frost, of the Bankers’ & Lumbermen’s Bank, 
Portland, Oregon, before the National Association of Credit Men. 


TRANGELY enough the bank credit man is very new as com- 
pared with the age of the banking business, having been 
evolved in this country during the past fifteen or twenty years. 
The first to be developed along this line was the commercial 

credit man, or so-called trade specialist, whose work is to care for 
property invested in some particular line of business. His position 
has long been well established, owing to his ability to save his prin- 
cipals many times his cost, and his success has, to a considerable 
extent, paved the way for the bank credit man, whose work neces- 
sarily covers a much wider range. 

The old way of handling bank credits was to allow one or two offi- 
cers of the bank to carry in ‘heir heads most of the important inform- 
ation concerning the institution’s customers, and when, for any rea- 
son, they were removed, the bank’s executive force was, temporarily 
at least, seriously weakened. It may be said that even yet banking 
institutions, as a whole, have not recognized the importance of hav- 
ing regularly organized credit departments to the same extent that 
commercial institutions have. Latterly, however, most of the larger 
banking concerns in the principal cities of this country have awakened 
to the necessity of employing men capable of establishing thorough 
credit systems to safeguard their interests. This is undoubtedly one 
of the most important developments of modern banking, and as the 
improvement is going forward in all sections it cannot be long before 
the thoroughly equipped credit department will be regarded as essen- 
tial to the best interests of every well-managed bank. * * 

The principal business of the credit department is to accumulate 
information about borrowers and to have it so systematically arranged 
that it can be brought into instant use. It keeps in touch with all 
that is done in the discount department and where an application for 
a loan is made it is always passed upon by the credit man before being 
granted; for aside from such considerations as the state of the bank’s 
funds and the claim of the applicant to accommodation from the 
standpoint of the value of his account, preference usually being given 
to regular customers, comes the question of credit merit which is by 
far the most important of all. 

The special machinery of an ordinary bank credit department 
usually consists of a good-sized cabinet, one capable of holding a large 
number of envelopes or folders, and a large card tray. All of the 
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papers pertaining to one person or firm, such as statements, letters, 
mercantile agency reports, special reports prepared by the manager 
of the department or his assistants, etc., are placed in a folder, the 
name is written on the outside and the folder filed in its proper place, 
usually under alphabetical arrangement. The names are also written 
on cards which are filed in the card tray; this duplicates the folder 
and is valuable in case a folder gets lost or misplaced, as it shows 
that such a report exists somewhere. Furthermore, in case a report 
contains information on more than one person or firm, their names 
can be placed upon extra cards which refer to the original report and, 
when filed, the cards furnish a complete index of all the information 
at hand. 

The following outline will serve to give an idea of the duties of a 
bank credit man. A customer of the bank applies for a loan. At his 
first request, he is asked to submit a statement of his financial condi- 
tion and is turned over to the credit man, who goes over his affairs 
with him carefully, taking down in writing on blanks especially pre- 
pared for the purpose all the facts and figures the borrower chooses 
to give, or, by skillful questioning he can be induced to give. The 
interview is terminated by the borrower signing the statement which, 
when properly filled out, should contain full information as to the 
borrower's assets and liabilities and all other information necessary 
to give a creditor full knowledge of the risk he is taking. He is then 
requested to return in a day or two, or possibly the same day, and re- 
ceive an answer. The credit man, who is entirely foot-loose, having 
no clerical duties and no fixed hours, except by special appointment, 
then begins his outside investigation, or real work. Every case has 
its special features, and no two investigations are ever carried on 
exactly alike, but ordinarily the general information to be obtained 
is as tothe man’s age and whether married or single; what has been 
his business history (has he had fires or failures), his experience and 
ability, habits and moral standing, reputation for honesty and integ- 
rity and the experience of houses with which he deals, as to the man- 
ner in which he pays his bills. While investigation as to these points 
is going on, his statement is also being corroborated and analyzed. * * 

A sound bank must always be in position to meet its own obliga- 
tions promptly and, in order to do this, it must assure itself that the 
credit which it extends to customers is based upon resources of the 
most substantial nature. 

Generally speaking, therefore, the importance of a properly pre- 
pared statement as an aid in determining a customer’s line of credit 
cannot be overestimated and the matter of obtaining statements from 
borrowers is not only the bank’s privilege but it’s imperative duty. * * 

In most banks that have modern credit systems, the credit man 
usually reports the result of his investigations to a loan committee, 
which is made up of several officers and directors, who officially pass 
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upon the important loans, and the customer is promptly accommo- 
dated or refused upon calling at the time stated. 

It will be seen, I think, that the effect of this general credit 
system will be not only to protect the bank’s interests and allow it to 
place its resources liberally at the command of the deserving element 
of the business community, but the system has an uplifting influence 
as well—a tendency to educate and improve the methods of those 
who rely upon banks for accommodation and to raise the general 
standard of credit transactions. 

The work indicated in the foregoing outline, however, is only a 
part of the duties of the credit man. Having once made a loan, he 
must constantly watch it and see that it keeps good, for the good 
loan may become bad owing to subsequent changes due to the ever- 
shifting conditions of the business world, or to changes in the bor- 
rower’s character or ability. 

The credit man then should always have before him a list of all 
the borrowers, as well as a list containing the names of practically 
every depositor, any one of whom may desire to become a borrower 
at any time. The notes of the borrowers are all gone over once 
every week, and such as need attention are put upon the credit 
man’s list for late investigation. The files of the credit department 
are thus kept up to date on all borrowers and eventually they con- 
tain a report on nearly every depositor of the bank. The reports on 
a depositor do not need to be so extensive, but are what the credit 
man regardsas a fundamental or primary report, giving, for instance, 
his business address, his line of business, personal standing, business 
reputation or reference, and some idea of his means. With such in- 
formation at hand it does not take long for the credit man to make 
sufficient investigation to bring the report up to date in case a depos- 
itor desires to become a borrower as well. 

In this connection the reports of mercantile agencies are very 
helpful to the credit man as they form a sort of working basis for 
further investigation, in many instances being of the nature of a 
fundamental report. Owing to the necessity of the agencies making 
their reports brief and general in character, however, they cannot 
be utilized by banks to the same extent that jobbers in merchandise 
use them, for the reason that the element of risk in bank credits is 
greater and the investigation must necessarily be more thorough. 

To the credit man’s desk are also brought the inquiring letters 
from other banks or firms in other cities, all of which are answered 
to the best of his ability. In case he is not posted on the party in- 
quired for, instead of simply replying to that effect, he generally 
makes official investigation, and, owing to the fact that a copy of the 
communication is always kept for his own files, his work is not lost, 
so far as his own institution is concerned. 
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It is also his duty to assemble from the president, cashier and 
other officers and employees, directors and stockholders of the insti- 
tution, all the information they possess regarding the customers of 
the bank and place the same on record. This, strange to relate, is 
no mean task, for while the amount of valuable information which 
the officers and employees of a bank have with respect to the various 
customers is sometimes surprising, it frequently takes a good deal of 
work to get it out of them and placed on record where it will be of 
service at the proper time. This is partially due to the fact that 
their minds are usually busy with routine matters of other depart- 
ments, but more particularly is it due to a lack of training for credit 
department work. Many have within their possession information 
which would at certain times be of the greatest assistance, but are 
unable to weigh it properly and realize its importance, and some, 
alas, are found who are so lacking in ‘‘credit instinct” that it is 
actually hard work for them properly to convey information to 
another when they happen to come upon it. 

It is possible to develop the necessary qualifications for credit 
work in various ways, but in order to be fairly successful, the bank 
credit man should have from the start a pretty thorough knowledge 
of the general principles of trade, with especial reference to banking. 
This knowledge is not obtained in a short space of time, but is ac- 
quired by degrees, usually being garnered from experiences that run 
the gauntlet of bookkeeping, collecting or mercantile agency report- 
ing, all of which work furnishes excellent training along general 
lines. At the same time he must have some natural detective abil- 
ity and understand the ways of rogues, for he meets them in his 
business every day. He must know how to question a man when he 
is making a statement in order to get the whole truth if possible in- 
stead of half of it, as half the truth is often as misleading as a false- 
hood. He must have the necessary experience in handling men to 
be able to weigh what they tell him and determine to what extent 
their information is based on truth or prejudice. In his search for 
actual facts he finds it necessary at times to employ the old principle 
embodied in the saying that ‘‘it takes one thief to catch another” 
and play one man or clique against another in order to get to the 
bottom of things. He is obliged to work out the problems that come 
before him in hisown way. He can have no instructions, for if such 
were necessary he would fall far short of being a capable credit 
man—one who must know his business better than anyone else 
about him. 

If the person in charge of a credit department is content to be a 
mediocre clerk, or worse, if he is content to be a mere go-between, 
who runs at the beck and call of some officer of the bank doing the 
‘*promotion work”’ for pet schemes or, possibly ‘‘ winking” at trans- 
actions born of unsafe methods, in fear and trembling, he is unworthy 
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the name of credit man in the real meaning of that term. There are 
very likely some institutions that have such men in their employ, 
but no safe or honorable banking concern will harbor such an assist- 
ant, and there is, therefore, no need of giving him any consideration 
in this connection. 

The real credit man for a bank is he who is, in a broad sense, in 
the employ of all the interests of the institution, depositors as well 
as stockholders and directors. In fact, a disinterested credit man may 
be the depositor’s best friend; having no ‘‘axe to grind” he is not 
likely to take any chances in recommending ‘‘ policy loans,” or loans 
for speculative purposes which so often turn out to the disadvantage 
of the depositors; furthermore the recommendations of a capable 
credit man are, as a rule, given such serious consideration by the 
other officers and directors of the institution that he forms an effec- 
tive check upon any tendency that any of them may have to unsound 
methods. * * 

In the state of Oklahoma, the law requires that 1 per cent. of the 
average daily deposits of the banks be placed in the hands of the state, 
and this requirement is to be maintained as the bank’s business ex- 
pands. New banks which are organized later must put up 3 per cent. 
of their capital stock to constitute a credit fund in the custody of the 
state. In case of a failure, the state is obliged to make good to the 
depositors, using the assets of the bank so far as they will go, and 
making up the balance out of the credit or guarantee fund. 

This is a new idea and may work out to good advantage, although 
to some it would appear that the young state of Oklahoma is taking 
on considerable responsibility in the way of indirectly going into the 
banking business. The system above outlined would also seem to 
weaken the responsibility of individual institutions in that, to a cer- 
tain extent, the weak or poorly managed concerns which fail are en- 
abled to pay out at the expense of the sound banks which are obliged 
to contribute whether they desire to do so or not. This may tend to 
cause a general system of laxity, for the reason that no bank need 
fear any strong criticism, even though it fail, asall of the other banks 
contribute to a fund which, under the supervision of the state, guar- 
antees that it will pay out in full. An old and conservative institu- 
tion would be virtually placed upon the same level as an institution 
managed by speculators or officials who are incompetent or dishon- 
est, and the merit that is now based upon conservatism and ability in 
management would be lacking. However this may be, the guaran- 
teeing of deposits by the government will not guard against dishon- 
est or incompetent borrowers, who would make way with funds that 
belong to the stockholders, if to no one else, and the element of risk 
in making bank loans cannot be eliminated in that way, except per- 
haps to a certain extent, zzdirectly, by the passage of such laws as 
will require more caution upon the part of bank officials. 
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Every loan made, however carefully, carries with it a certain 
amount of risk, and it is unquestionably the duty of the government 
to pass all necessary laws to protect the banking business. All the 
assistance that may be realized in this manner, however, will be more 
than off-set by the perverseness of human nature and there is no 
doubt but that properly equipped credit departments in banks in this 
country will always have plenty of work to do. : 

In carrying on this important work, the credit man should be not 
only high-minded, but broad-minded as well. He should not submit 
to an arrangement whereby he is expected to work for any man, or 
even a half dozen men, but rather should he cause his services to pro- 
mote directly the interests of hundreds or thousands of men, includ- 
ing every depositor. He should strive to be a capable worker who 
does the bidding of no officer or clique, but one who operates inde- 
pendently in a department of which he is the head, making up his 
reports on the real merits of the cases that come before him without 
fear or favor from anyone. In pursuing this policy, he is certain to 
make some enemies, even in his own institution, for at times there 
are bound to be pet schemes of certain officers, or directors, or stock- 
holders, upon which he will be obliged to report adversely and, in so 
doing, offend them. 

This makes no difference with the true credit man. He must be 
possessed of such power of character that he can, if necessary, stand 
to be ostracized by those who are against him, returning just as good 
as they send, and with the strength of right on his side, in the end he 
is sure to win their respect, if not their friendship. This is the only 
sound or logical basis he can stand upon, for no man who countenances 
questionable methods on the part of others can well be a real bank 
credit man. His position when properly filled, is one of hard work 
and great responsibility; his rewards are a good salary and the satis- 
faction he finds in being independent—doing right according to the 
dictates of his own conscience. 

A capable man, working on the basis here outlined, can bring the 
credit department of a bank to such perfection that it represents the 
most vital force the institution possesses, protecting its highest inter- 
ests, safe-guarding and conserving its capital and good will for de- 
positors and stockholders alike. 


SSS 


NOTE PAYABLE AT BRANCH BANK. 


An interesting New York decision is to be noted to the effect 
that where a promissory note is made payable at one of several 
branches maintained by a bank in the same county, presentation at 
the main office of the bank, which receives and retains the note, is 
sufficient as against an indorser under Negotiable Instruments Law 





THE CONSTITUTIONALITY OF THE 
WASHINGTON STATUTE EXEMPTING 
CREDITS FROM TAXATION. 


To the Editor: 1 enclose anexact copy of the opinion 
of our Supreme Court sustaining the constitutionality of the 
Gunn bill exempting notes, bonds, mortgages and credits from 
taxation. I think this decision should be printed in full in the 
‘Banking Law Journal as 1am satisfied it is one of the most 
important judicial decisions ever rendered, and it should be 
placed before the bankers of the country in permanent form.— 
P. C. KAUFFMAN, Tacoma, Washington. 


OPINION OF THE SUPREME COURT OF WASHINGTON, 
AFFIRMING THE CONSTITUTIONALITY OF THE ACT 
ZXEMPTING CREDITS, ETC., FROM TAXATION. 


State of Washington on the relation of J. G. Wolfe, Respondent. 
John Parmenter, as County Assessor, Appellant. 
No. 7327. Filed August 1, 1908. 


This action was instituted in the Superior Court of Lincoln county, 
and it is in the nature of an action in mandamus to require the as- 
sessor of that county to list for taxation purposes for the year 1908 
mortgages, notes, accounts, moneys, and warrants. In terms the 
petition asks for a writ of prohibition to prohibit the assessor from 
allowing the above mentioned items to become exempt from taxation; 
but in effect the relief sought is affirmative and in the nature of man- 
damus. The assessor demurred to the petition, on the ground that 
it does not state facts sufficient to authorize the issuance of a writ. 
The demurrer was overruled and, in the absence of further pleading, 
judgment was entered commanding the assessor to list and assess all 
the items specified above. The assessor has appealed. 

It is urged in support of the demurrer that it was the duty of ap- 
pellant to refuse to list the items mentioned by reason of the act of 
the legislature as found in chapter 48, at page 69 of the session laws 
of 1907. Section 1 of that act is as follows: 


‘*That section 3 of ‘Chapter LXXXIII of the Laws of 1897, 
amended June 12, 1901,’ is hereby amended to read as follows: Sec. 
3, personal property, for the purpose of taxation, shall be construed 
to embrace and include, without especially defining and enumerating 
it, all goods, chattels, stocks or estates; all improvements upon lands, 
the fee of which is still vested in the United States, or in the State of 
Washington, or in any railroad company or corporation, and all and 
singular of whatsoever kind, name, nature and description, which the 
law may define or the courts interpret, declare and hold to be per- 
sonal property, for the purpose of taxation, and as being subject to 
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the laws and under the jurisdiction of the courts of this state, whether 
the same be any marine craft, as ships and vessels, or other property 
holden under the laws and jurisdiction of the courts of this State, be 
the same at home or abroad: Provided, That the ships or vessels reg- 
istered in any custom house of the United States within this state, 
which ships or vessels are used exclusively in trade between this 
state and any of the islands, districts, territories, states of the United 
States, or foreign countries, shall not be listed for the purpose of or 
subject to taxation in this state, such vessels not being deemed prop- 
erty within this state: Provided, That mortgages, notes, accounts, 
moneys, certificates of deposit, tax certificates, judgments, state, 
county, municipal and school district bonds and warrants shall not be 
considered as property for the purpose of this chapter, and no deduc- 
tion shall hereafter be allowed on account of an indebtedness owed.” 


It will be seen that the effect of the closing proviso of the section 
is to exempt from taxation the items there enumerated. If there- 
fore the statute is a valid one the appellant did his duty; but if it 
violates constitutional limitations, the judgment of the court was 
right. The constitutionality of the statute is the only question in- 
volved in this appeal. 

It is contended that the act is invalid because of insufficiency of 
the title. The title is as follows: 

‘*An act amending an act entitled, ‘An act to amend section 3, 
of Chapter LXXXIII of the laws of 1897 relating to revenue and 
taxation,’ passed the senate and the house June 12, 1901, notwith- 
standing the veto of the governor, and declaring an emergency.”’ 

If it is necessary to pay strict regard to everything contained in 
this title, then it is singularly involved. Reference to Chapter 83 
of the laws of 1897, to which the title refers as the law amended by 
this act, discloses that it treats of monuments and notices upon mining 
claims. It is manifest that the reference to the former statute isa 
pure error, as the two acts relate to subjects entirely separate and 
distinct. This title does however further state the subject as ‘‘ re- 
lating to revenue and taxation,’’ and the body of the act clearly and 
succinctly treats of that subject alone. The subject of exemption 
from taxation treated in the body of the act is included in the gen- 
eral subject specified in the title. We think the erroneous reference 
to the former statute must be treated as mere surplusage, and inas- 
much as without that part of the title there is a clearly stated and 
single subject which is followed by a clear treatment of that subject 
in the act itself, the statute becomes an independent one and has the 
effect of amending any existing statute upon the subject and of re- 
pealing by implication any previously existing provisions in conflict 
with it. We therefore hold that the act is not invalid by reason of 
its title. 

It is further urged that the act violates Sections 1 and 2 of 
Article 7 of the State constitution. Section 1 contains, among other 
things, the following: . 

‘* All property in the state not exempt under the laws of the 
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United States or under this constitution shall be taxed in proportion 
to its value, to be ascertained as provided by law.”’ 

Section 2 is in part as follows: 

‘* The legislature shall provide by law a uniform and equal rate 
of assessment and taxation on all property in the state, according to 
its value in money, and shall prescribe such regulations by general 
law as shall secure a just valuation for taxation of all property, so 
that every person and corporation shall pay a tax in proportion to 
the value of his, her, or its property: Provided, That a deduction of 
debts from credits may be authorized.” 


It is argued that the exemption of the items mentioned in the 
statute violates the constitutional provision of Sec. 1 quoted above, 
which requires that all property in the state shall be taxed except 
such as is exempt under the laws of the United States or under the 
constitution of the state. It is contended that credits such as mort- 
gages, notes, and accounts, are property and cannot be excluded by 
the legislature from the subjects of taxation. The argument as- 
sumes that all property in the state cannot be taxed without the 
taxation of credits. Is the assumption correct? The constitution 
simply requires that all property shall be taxed, but the method of 
doing it is left to the legislature. If the method devised by the leg- 
islature reaches all property in fact, then there is no violation of the 
constitution. It is possible to assess the same property in different 
ways any one of which would subject the entire property to the tax. 
For example, one person may own the fee title to real estate and 
another may own an easement or a leasehold therein. All of these 
are property, but it can not be successfully maintained that all of 
them must be taxed in order to satisfy the constitution. The state 
taxes the land as an entirety and leaves the owners of the several 
interests to make such adjustments as they choose. The constitu- 
tional requirement that all property shall be taxed is certainly satis- 
fied through a method by which the total of all wealth in the state 
is once taxed. Double taxation should be avoided as far as possible, 
and in any event the constitution should not be so construed as to 
require it. In an effort to tax all property it is, however, difficult to 
avoid double taxation in some particulars. The complexity of estab- 
lished business methods is such that property appears and then 
reappears in representative forms. The, actual property of a cor- 
poration reappears in the hands of its stockholders in the shape of 
corporate stock. That the taxation of the corporate property and 
also of its capital stock amounts to double taxation was recognized 
by this court in Lewiston Water & Power Company v. Asotin 
County, 24 Wash. 371. The court observed in that case as follows: 


‘* But, as we have seen, the assessment of the capital stock of a 
domestic corporation which has all its property in which the capital 
stock is invested already assessed in duplicate taxation, and this lat- 
ter result will not be inferred without specific legislation. It may 
be further observed that Sec. 1676, Bal. Code, in providing the 
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method for the assessment of domestic corporations such as this, 
does not contemplate duplicate taxation.” 


See, also, Ridpath v. Spokane Co., 23 Wash. 436. 

All the provisions of the constitution on the subject of taxation 
cannot be fully and literally met. For purposes of present considera- 
tion these provisions may be stated as follows: ‘‘All property” shall 
be taxed. The assessment shall be ‘‘uniform and equal,” anda ‘‘just 
valuation” shall be placed upon all property, so that every person 
shall pay a tax in proportion to the value. No method of taxation 
in its results can fully accomplish all that the constitution declares 
shall be done. As near an approach to a full compliance as is rea- 
sonably possible is all that can be expected of the legislature. One re- 
quirement of the constitution is as mandatory in its nature as an- 
other. It is just as imperative that taxation shall be uniform and 
equal upon all property as it is that all property shall be taxed. It 
is manifest that a system which subjects some property to double tax- 
ation is not uniform and equal. Any method which can be devised by 
the legislature must necessarily be defective in some particulars and 
must fail to meet with exactness every standard set by the constitu- 
tion. Any method adopted by the legislature which reasonably com- 
prehends the taxation of all property once in some form, and which 
seeks to accomplish uniformity by avoiding double taxation as far as 
possible, should receive judicial sanction, for the reason that the con- 
stitutional provisions are harmonized by such a method as fully as 
complete harmony thereunder can be accomplished. 

It will be seen that the items specified by the statute of 1907 which 
shall not be considered as property for the purposes of assessment 
and taxation, may all be classified as ‘‘credits,” except the item of 
‘*moneys.”” So far as credits are concerned, if it is demonstrable 
that the total wealth of the state can be once taxed without the tax- 
ation of credits in any form, we think the constitution is satisfied 
without the taxation of credits. The multiplicity of credits does not 
add to the property wealth of the state. If A. buys of B. a piece of 
real estate and agrees, by promissory note or otherwise, to pay $5,000 
therefor, there is as a result in the hands of B. a credit in the amount 
of $5,000, but there is not thereby created $5,000 more property or 
wealth. By the transaction the land has passed from B. into the pos- 
session and control of A. and is taxable the same as if it had remained 
with B. The credit inthe hands of B. is a matter of no value or con- 
sequence except for the prospect or faith that A will in the future 
deliver to B. $5,000 in actual money or other property. That money 
or property that may in the future come to B. is still in the hands of 
A. or someone else from whom A. will procure it; and it is mean- 
while taxable at some place, wherever it may be, no matter who pos- 
sesses it or controls it, whether within or without this state. The 
credit in the hands of B. is simply the right to demand the delivery 
of $5,000 worth of property at some time in the future. To tax both 
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this right and the property which it represents is clearly double tax- 
ation. A similar illustration applies to a loan of money. At this 
point it is proper to remark that we think moneys cannot properly be 
classified with credits as is done in the statute of 1907. Money in 
practical commercial operations possesses such value by way of im- 
mediate purchasing or exchange powers as in effect robs it of a mere 
representative character and clothes it with the dignity of property 
having intrinsic value. We therefore think that the proviso in ques- 
tion must be held to be inoperative so far as money is concerned, 
since to exempt it from taxation would amount to a palpable effort to 
avoid the taxation of all property. Recurring now to the illustration 
as to a credit created by the loan of money, we will suppose that A. 
borrows from B. $5,000 in cash. A. instead of B. becomes the pos- 
sessor of the money, and either it or its equivalent in other property 
which it purchases for A. becomes taxable in the latter’s hands. To 
tax the money in A’s hands and also the mere right which B. has to 
call upon A. for its repayment is clearly double taxation. These illus- 
trations it is believed should apply to all credits. Credits are in effect 
the mere legal right with which one is clothed to demand the deliv- 
ery of money or other property in the future, and until such trans- 
fer of possession is made that property is taxed wherever it may be. 
Thus the total actual property or wealth of the state may be once 
taxed without the taxation of credits, and the constitutional require- 
ment is thereby fully met. 

In People v. Hibernia Bank, 51 Cal. 243, it was held, under con- 
stitutional provisions similar to ours, that credits are not property 
subject to taxation within the meaning of the constitution which pro- 
vides for the uniform taxation of all property in the state in propor- 
tion to its value. It is not necessary in order to sustain our statute 
of 1907 that it should be held as was done in California that the legis- 
lature cannot in its discretion provide for the taxation of credits. It 
is sufficient to say that the omission of credits from a scheme of tax- 
ation does not violate the requirement that all actual property shall 
be taxed. It is argued that State ex rel. Chamberlain v. Daniel, 17 
Wash. 111, is decisive of this controversy in favor of respondent. 
The act thereunder consideration exempted from taxation in the 
hands of each person $500 of personal property and $500 of improve- 
ments upon land. It will be seen that the act exempted actual prop- 
erty and its enforcement would have deducted a large amount from 
the aggregate of the actual property wealth of the state as not tax- 
able, thus plainly violating the requirement that all property shall be 
taxed. We have seen that the statute under discussion in the case at 
bar does not prevent the taxation of the total wealth of the state once, 
but it does prevent double taxation by way of assessing credits. The 
case cited is therefore not in point upon the question presented here. 

It is urged that the makers of our constitution must have intended 
to declare that credits are property which must be taxed, from the 
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fact that Sec. 2 of art. 7, supra, provides that ‘‘a deduction of debts 
from credits may be authorized.” It is insisted that the above words 
are aclear constitutional recognition of credits as property. If, how- 
ever, we should recognize the argument as forcible and should un- 
dertake to adopt it, we should at once be met with the requirement 
in the same section that all taxation shall be uniform and equal. We 
have seen that the taxation of credits violates uniformity and equality 
and effects double taxation. The great and principal subject treated 
in the section is that of uniformity and equality of taxation. It over- 
shadows everything else, and whatever else is mentioned in the sec- 
tion is merely incidental to the main subject. Having reference to 
the main subject, it cannot be held that uniformity can be preserved 
if the constitution means that credits must be taxed. Itis our duty to 
adopt such construction as will most nearly harmonize all provisions 
in the section, with the evident chief purpose sought to be accomplished. 

With the mere policy of the statute the courts have nothing to do 
except in so far as the same may throw light upon the legislative 
intention. It may be stated in this connection as a matter of common 
knowledge that one of the most fruitful sources of inequality in taxa- 
tion is the attempt to tax credits. Laws for that purpose can never 
be effectively enforced. Efforts to conceal the existence of the credits 
are so successful that a few honest persons pay the taxes and the large 
majority of holders do not. Moreover, in practical experience the 
tax is not really paid by the holder of the credit, but it is paid by his 
debtor. When mortgages are taxed the mortgagee seldom pays the 
tax, but the burden thereof is imposed upon the mortgagor by way 
of increased rates of interest or otherwise, and the same may be said 
as to increased rates of interest imposed upon borrowers generally. 
Such results cannot well be avoided, and doubtless the legislature 
had such considerations in mind as supporting the policy of this law. 
It was no doubt believed that all the wealth of the state can be once 
taxed without the taxation of credits, and that with the constitutional 
requirement as to taxation of all property thus satisfied, uniformity 
and equality can be the better effected and the abuses above men- 
tioned largely corrected. 

We therefore think for the foregoing reasons that the statute is 
not unconstitutional except in so far as it attempts toexempt moneys 
from taxation. That, however, does not invalidate the other provi- 
sions, as has been often held. The general demurrer was properly 
overruled, inasmuch as a cause of action was stated so far as the list- 
ing of moneys is concerned, but the judgment should be modified so 
as to command the respondent to list all moneys for taxation; and 
further provide that all credit items mentioned in the statute of 1907 
shall be excluded from the assessment lists. It is ordered, and the 
cause is remanded with instructions to so proceed. The appellant 
shall recover the costs on appeal. 

Haptey, C.J. Weconcur: Rupxin, Dunpar, Crow and Mount, JJ. 





OF INTEREST TO BANK BOOK-KEEPERS. 


TO FIND THE BALANCE OF AN ACCOUNT WITHOUT FIRST 
FOOTING ALL THE DEBITS AND CREDITS SEPARATELY. 


By FLETCHER G. CRANE, LL. B., 


Of the National Bank of Commerce, New York City. 


O those who do not already practice the following system of strik- 
ing balances, it will be of interest to know that for some years a 
method of obtaining the difference between two sets of figures, 

without first finding the complete total of each set, has been employed 
by some of our bank men and others who handle figures. 

The system is of great value in saving time when the total of the 
debits and the credits is not needed. For example: In the case of 
skeleton balance ledgers. On these ledgers the balance of an account 
is extended each day and a record of the total of each day’s debits and 
credits is unnecessary. To make the system clear it will be necessary 
to compare it with the old method of footing each side separately and 
subtracting the total of the one from the total of the other. In case 
one, by the old method, a total of each side would be made and placed 
beneath, and the difference found and placed in the balance column. 

CASE 1. 
Dr. Cr. 
$54,620.38 $62,700.58 
60,200.2 58,400.38 
40,900.01 50,880.04 
23,460.38 40,583.48 
10,460.28 20,670.30 
11,600.02 13,700.14 
15,400.01 16,502.13 


$216,641.28 $263,437.05 Baiance, $46,795.77 
By the new method, which might conveniently be called the system 
of cancellation or elimination, the total of the first column of the 
debits, going, of course, from right to left, is found and kept in mind, 
and then cancelled against figures of the corresponding column of 
credits, and the sum of the remaining figures of the credit column 
placed in the balance column. Then the sum of the next debit col- 
umn is found and cancelled against the corresponding credit column, 
and so on. 
For example: In case two, the total of the first column of debits 
amounts to 28. Keeping this in mind, and beginning to foot the cor- 
responding credit column from the top, we find that the sum of the 
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first four figures is also 28. We therefore cancel the total of the debit 
column against this amount, and, eliminating both from our mind, 
add the remaining figures of the credit column, and we have 7. Adding 
the next column of debits, we have a total of 10. Now we find that 
the first three figures of the corresponding credit column amount to 
12. We therefore make a mental deduction of the 10 from the 12, 
which leaves 2, and simply add this ‘‘2”’ to the next figure of the 
credit column, 3, which gives us 5, and continue footing the remain- 


ing figures of the column, including, of course, this ‘‘ 5," and we have 
7%. We continue this process for each of the remaining columns. In 
case two, it will be seen that the difference between each column of 
credits and debits is in favor of the credit column, and does not exceed 
10. Therefore, it is simply a matter of adding the debit column, can- 
celling it from the credit column, and adding the difference, if any, 
to the sum of the remaining figures of the credit column. 

In case three, we find the sum of the first debit column is 18. 
Keeping this in mind, and beginning to add the corresponding col- 
umn of credits, we find the sum of the first three figures is 19. Can- 
celling the 18 from this, we have 1 remaining, which we add to the 
next figure (4) of the credit column and continue to add the remain- 
ing figures of the column as before, with the resulting sum of 23. 
Since the credit column exceeded the debit column by 23, we place 
the unit 3 in the balance column and deduct the 20 from the debit, by 
simply deducting 2, as in decimals, from the next column of debits, 
which we now begin to add. Two from the first figure (3) will leave 
one. Adding this remaining one to the next figure below of the 
debit column, we have three, and then we continue to add this and the 
remaining figures of the column, with a resulting sum of 8. Upon 
beginning to add the corresponding column of credits, we find that 
the sum of the first three figuresis 16. Cancelling the 8 (of the debits) 
from this, we have 8, which we add to the remaining figures of the 
credit column, with the resulting sum of 28. Placing the unit 8 in 
the balance column, and deducting the 2 from the next column of 
debits, we proceed as before. 

In case three, we find that all the credit columns exceed those of 
the debits by more than 10, which requires a deduction from the next 
column of debits of one, two, three, etc. in the respective cases where 
the difference was ten, twenty, thirty, etc. as in decimals. 

Now in example four, the reverse is the case. Here each column 
of the debits (except the last to the left) exceeds that of the corres- 
ponding column of the credits by more than 10, in which case we are 
required to add 10 ora multiple of 10 to the same credit column, un- 
til it equals or exceeds the debit column in order to make cancella- 
tion or subtraction possible, and, after placing the difference between 
the sum of the debit column and the sum of the increased credit 
column in the balance column, proceed to add ‘‘1”’ tothe next column 
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of debits for every 10 which was thus added to the preceding column 
of credits. In the event of debit balances, where the total credits are 
less than the total debits, operations must be begun on the credit 
side by footing each column of credits first and cancelling or deduct- 
ing from the corresponding column of debits. 

One of the cardinal rules is always to begin operations from the 
debit side by obtaining the sum of a debit column before going to the 
credit column, except, of course, in the case of overdrafts or debit 
balances on a collection ledger. 

To beginners, it will at first seem difficult to carry in the mind the 
total of a debit column while adding or looking for cancellations in 
the credits, but this issoon overcome and the difficulty is reduced to 
a minimum by the use of cancellation, which permits, in most cases 
of heavy credit accounts, the mental elimination of the sum of the 
debit column before reaching many figures of the credit column. It 
is often found expedient, for purposes of cancellation, to begin footing 
the credit column from the bottom, when it is seen that there is a 
group of figures there which will allow of easy cancellation. It is also 
possible to eliminate a group of figures from the middle of the credit 
column. 

CASE 2. 
Dr. c, 
$54,620.38 $62,700. 
60,200.20 58,400. 
40,900.01 50,880. 


23,460.38 40,583. 
10,460.28 20,670.: 
11,600.02 13,700. 
15,400.01 16,502 .1% Balance, $46,795.77 


CASE 3. 
Dr. Cr. 
$54,620.38 $65,731.44 
60,209 .20 71,311 
40,900.01 52,099 
23,460.38 34,982. 
10,402.20 44,999 
15,400.01 39,888 Balance, $104,021.83 


CASE 4. 
Dr. cm 


$54,622.88 $55,518.77 
60,200.19 63,100.09 
55,401.09 60,300.01 
44,999.99 45,000.02 
39,766.55 41,655.44 Balance, $10,576.63 
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“CHAMBER OF SIGHS AND TEARS.” 


This is the rather odd title given to the room located in the Treasury Depart- 
ment building, Washington, D. C., where Uncle Sam's old and dilapidated bank 
notes are ground into pulp. 

Soiled and played-out bank notes which are received by the banks in the usual 
course of business and have survived their usefulness, are forwarded for redemption 
in new bills to the Redemption Bureau of the United States Treasury at Washing- 
ton. This, however, is not the Redemption Division’s sole source of supply. Any 
person having damaged bills may personally turn them in and will, in their place, re- 
ceive crisp and fresh ones. No thought is ever given by the general public as to 
what becomes of the old bills. 

In this room devoted to the destruction of the rejected paper currency is a huge 
steel cylinder called a “ macerator,” resembling a large-sized barrel standing on end, 
in which knives, not unlike military swords, revolve at high speed. Bills of all de- 
nominations from the humble one-dollar variety to those whose face value represent 
a fortune, are swept into the grinder of the macerator only to emerge from it a grey- 
ish mass, not unlike putty. 

When not in use the cover that closes on the chute of the macerator is kept 
closed by three locks attached to staples on the rim around the opening on top, the 
three keys to which are held respectively by the United States Treasurer, the Secre- 
tary of the Treasury and the Division Chief. 

Of the money received at the Treasury every day, all the torn and soiled bills 
are sorted out and sent tothe Division of Redemption. This constitutes a larger 
percentage of the day’s business than would be supposed. The bills are sorted 
according toissues and denominations, and a record is made of each one received. 
When the bills are separated they are made into bundles with paper straps around 
them. On these bands are written the total amount of money represented. These 
packages of bills are cut into halves by a big knife-machine in the Redemption 
Division. The upper half of the package goes to the Treasurer's office, the lower 
half to the office of the Register. In each of these offices the packages are carefully 
gone over and the bills recounted. Then they are compared. Should any counterfeit 
be found, it is traced to the clerk who accepted it, and he is supposed to make good 
the amount. No counterfeit has been thus found in many years. 

The bills travel down an inclined chute to the mouth of the macerator, and it is 
around this chute that visitors to the Treasury stand and shudder to see the money 
sliding in to its destruction. Occasionally the money sticks at some part of the chute 
and an attendant with an ordinary dust brush gives it a push that sends it scurry- 
ing after the rest. Several detectives stand around to make sure that no one tries 
to abstract any of the bills. 

When, at the end of many hours, the macerator’s mechanism is stopped, a gray 
pulp is taken out ofthe machine. It represents all the bills that went in. This pulp 
is dug out of the macerator with an ordinary shovel by a negro workman and carted 
in a wheelbarrow to a receptacle that resembles acoal bin. The pulp is sold to 
souvenir manufacturers for four dollars a hundredweight, and turned into little 
busts of General Grant, George Washington, President Roosevelt, the Washington 
Monument, the Tippecanoe Hat, &c. Each of these souvenirs represents—if one’s 
imagination travels far enough—$10,c00, $7,500, $5,000 and other large amounts. 
They are sold at twenty-five cents each. 





THE AMERICAN BANKERS’ ASSOCIATION. 


Official Program of the Proceedings of the Thirty-fourth Annual Convention, to be 
held at Denver, Colo., beginning September 28th. 


be held at Denver, Colo., continuing from Monday, September 28, to Thurs- 

AS day, October 1. On Friday, October 2, and Saturday, October 3, an all-day 

trip will be given each day to the delegates and their guests over the 

Denver Northwestern & Pacific Railway (Moffat Road) to Corona, Colo., which is 

situated at an altitude of 11,660 feet. The Denver committee on arrangements has 

requested that as many as possible arrange to take the trip on Saturday, it being im- 

possible to handle the entire party on Friday, owing to the large number who will at- 
tend the Convention. 

The local committee on arrangements at Denver have notified Secretary Fred. 
E. Farnsworth that all arrangements are practically completed in detail for the busi- 
ness sessions, and for the comfort, convenience and entertainment of the delegates 
and guests who will attend the convention in numbers estimated at over three thous- 
and, which will be a much larger number than at the two preceding conventions. 

The delegates and guests will reach the convention city earlier than usual this 
year owing to the Section meetings and the various committee meetings which oc- 
cur on Monday and Tuesday of convention week. Inasmuch as the committees hold 
meetings in advance of the regular sessions of the Association, it will make an un- 
usually active week of business. 

Temporary offices for the Association will be established at the Brown Palace 
Hotel—ground floor-—where all delegates and guests are expected to register. Upon 
registering at headquarters, delegates will be presented with credentials. The offi- 
cial enamelled pin should be worn conspicuously during the entire convention to obtain 
all the courtesies extended to delegates. 

To the list of speakers has been added the name of Hon. Joseph E. Ransdell, 
member of Congress from Louisiana, who will speak on “Conservation of Natural 
Resources.” The committee also expects to announce another speaker who will 
take up the all-absorbing topic, ‘‘ Guaranty of Bank Deposits.” 

There being so much interest centered around the question of banking and 
currency and the live topic ‘Guaranty of Bank Deposits” the Currency Commission 
will hold a session in Denver and make a report to the convention which will un- 
doubtedly be foliowed by a series of resolutions, and with the presence of a 
Committee of the Monetary Commission of Congress will create a lively discussion 
on the floor of the convention over these issues. 


Wf )\ HE thirty-fourth annual convention of the American Bankers’ Association will 
go 


Monday, September 28—First Day's Proceedings. 


Bills of Lading and Standing Law Committee Meetings. 


On Monday, September 28, there will be a joint meeting of conference of the 
Committee on Bills of Lading of the various State Associations to be held under the 
auspices of the Bill of Lading Committee of the Association, at which, among other 
things, the advisability of framing and advocating State legislation upon bills of lading 
during the coming year, as supplementary to the pending national legislation, will 
be considered. 

On the same date a meeting of representatives of the legislative committees of 
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the various State associations will be held under the auspices of the Standing Law 
Committee of the American Bankers’ Association. At this meeting suggestions of 
legislation needed in various States will be made, various subjects of legislation con- 
sidered and a plan will be mapped out for a more effective organization for the pro- 
curement of State legislation relating to banking interests during the coming winter 


and in succeeding years. 
SAVINGS BANK SECTION. 


On Monday, September 28th, the Savings Bank Section will hold a meeting, 
beginning at 10 o'clock a. m., in the ball room on the 8th floor of the Brown Palace 
Hotel, which will be called to order by Lucius Teter, President Savings Bank Section 
followed with prayer by Rev. Lewis Albert Banks, D. D., Pastor Trinity Methodist 
Episcopal Church, Denver; after which an address of welcome will be made by 
W. T. Ravenscroft, President Federal State and Savings Bank, Denver. This will 
be followed by the President's annual address; report of Chairman of the Executive 
Committee ; report of William Hanhart, Secretary; report of Committee on Uniform 
Laws; report of Committee on Auditing; report of Committee on Revision of 
the Constitution ; address by Hon. Pierre Jay, Bank Commissioner, Boston, Mass., 
on “ The Proper Treatment of Savings Deposits When Taken by State Banks and 
Trust Companies ;”’ address by John C. Griswold, Secretary Excelsior Savings Bank, 
New York, on “The Effect of the Recent Panic on the Eastern Mutual Savings 
Banks ;” report of committee on postal savings banks; open discussion; nomina- 
tions, election and installation of officers for ensuing year. 


CLEARING-HOUSE SECTION. 


On Monday, September 28, the Clearing House Section will hold a meeting be- 
ginning at 2.30 p. m. in the private dining room on the eighth floor of the Brown 
Palace Hotel, which will be called to order by August Blum, President Clearing 
House Section, the principal business of the meeting being the report of Secretary 
Fred. E. Farnsworth; report of Sol. Wexler, Chairman of Executive Committee ; 
action on recommendations of Executive Committee; this will be followed by address 
of William Sherer, Manager New York Clearing House, and an address by A. Lurin, of 
the Hibernia Bank and Trust Company of New Orleans, entitled “ Practical Transit 
Work by a System of Letters and Numbers,” which will be illustrated by stereopti- 
can views. Questions and discussion will then be in order, following which will take 
place the election and installation of officers for the ensuing year. 


Tuesday, September 29—Second Day's Proceedings. 
Finance and Executive Committee Meetings. 


On Tuesday, September 29th, the Finance Committee will hold a meeting in 
room 805, eighth floor, Brown Palace Hotel, at 9.30 o’clock A. M. 

On the same date the Executive Council will hold meetings in the private dining 
room, eighth floor, Brown Palace Hotel, beginning at 4 o’clock and 8 o'clock P. M. 


TRUST COMPANY SECTION. 


On Tuesday, September 29th, the Trust Company Section will hold a meeting in 
the ball room of the Brown Palace Hotel at 10 a. m., which will be called to order 
by Philip S. Babcock, President of the Section, followed with prayer by Rev. Frank 
T. Bayley, D. D., Pastor Plymouth Congregational Church, Denver; after which 
addresses of welcome will be made by Hon. Henry A. Buchtel, Governor of Colorado, 
and on behalf of Trust Companies by William E. Hughes, President Continental 
Trust Company of Denver. A reply to addresses of welcome and annual address 
will be made by the President of the Section. Further business will be the report of 
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Secretary James R. Branch; report of the Executive Committee by H. P. McIntosh, 
Chairman ; report of Committee on Protective Laws by Lynn H. Dinkins, Chairman ; 
address, “The Trust Company—A Necessity,” by Breckenridge Jones; address, 
“Radicalism v. Conservatism,” by F.H.Fries ; address, “New York City Trust Com- 
panies Under Present Legislation,” by Lawrence J. Gillespie, and address, “ Securities 
Held in Trust, Methods for the Control and Safeguarding of Them from Loss and for 
Their Proper Accounting,” by Joseph N. Babcock, at the conclusion of which brief 
addresses will be made by vice-presidents of various State organizations, among the 
topics discussed by them being new banking and trust company laws recently enacted 
in their respective States, and discussions by officers of various trust companies, pre- 
senting their views on ‘‘ What Lessons for the Trust Companies Were Revealed in 
the 1907 Panic?”’ to be followed by election and installation of officers for ensuing 
year. 


Wednesday, September 30—Third Day's Proceedings. 
THE ANNUAL MEETING—FIRST DAY. 


The annual meeting will be called to order at 9:300’clock A. M. on Wednesday, 
September 30th, at the Auditorium, by Col. J. D. Powers, President of the American 
Bankers’ Association. After prayer by Right Rev. Charles S. Olmsted, Episcopal 
Bishop of Colorado, addresses of welcome will be made by Hon. Henry A. Buchtel, 
Governor of Colorado, and Hon. Robert W. Speer, Mayor of Denver, which will be 
replied to by President Powers, who will also deliver his annual address. 

The business part of the meeting will then begin by the reading of the annual 
report of Secretary Fred. E. Farnsworth; annual report of Treasurer A. A. Crane; 
Auditing Com nittee’s report ; report of the Executive Council by Lewis E. Pierson, 
Chairman; report of Protective Committee; report of Committee on Uniform Laws 
by Edward D. Keys, chairman; report of American Institute of Banking by Joseph 
Chapman, Jr., Chairman; report of Committee on Bills of Lading by Lewis E. Pier- 
son, Chairman ; report of Standing Law Committee by William J. Field. Chairman; 
report of Committee on Express Companies by Fred I. Kent, Chairman; and report 
of Federal Legislative Committee by Arthur Reynolds, Chairman. 

At the afternoon session which begins at 2 o'clock the following reports will be 
read : Report of Committee on Uniform Stationery and Tints by John Schutte, Chair- 
man; report of Committee on Voucher Checks by Clay H. Hollister, Chairman; re- 
port of Committee on Credit Information by William A. Law, and report of Com- 
mittee on Amendments to Constitution by F. O. Watts, Chairman. 

At 3 o'clock P. M. addresses will be made by B. E. Walker, President The Cana- 
dian Bank of Commerce, Toronto, Canada, entitled “Abnormal Features of American 
Banking,” and Mr. Woodrow Wilson, President Princeton University, Princeton, 
New Jersey, entitled ‘‘The Banker and the Nation.” Theaddresses will be followed 
by practical banking questions, the discussion to be limited to thirty minutes for each 
topic ; to be participated in by all delegates. 


Organization of Secretaries of State Bankers’ Associations. 


The general parlor, second floor, at the Brown Palace Hotel, has been placed 
at the disposal of the organization for headquarters. Tables or desks will be ar- 
ranged for the use of the different States, and members of the various State Asso- 
ciations will be welcome at all times. 

On Wednesday, September 30th, the Organization of Secretaries of State Bank- 
ers’ Associations will hold a meeting in the private dining room on the eighth floor 
of the Brown Palace Hotel, beginning at 4 o’clock P. M. The meeting will be 
called to order by President S. B. Rankin, after which wili follow roll call; regrets; 
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annual address of the president; report of the secretary and treasurer; brief 
addresses by members, as follows: 

‘*The Old Guard,” by Joseph Chapman, Jr., Minneapolis, Minn.; ‘‘ The Amer- 
erican Institute of Banking,” by Geo. E. Allen, N. Y., honorary member; ‘‘ Our 
Baby Association,” Wyoming; ‘‘ More Members than Banks,” by W. F. Keyser, 
Missouri; ‘‘ Continuity of Convention Dates,’’ by P. C. Kauffman, Washington ; 
‘“*The Globe Trotter’’ (‘‘ Various Conventions I Have Attended”), by N. P. 
Gatling, Virginia; ‘‘ The Association Sign,” by F. P. Judson, Illinois; ‘‘ Banking 
Appliances as Furnished Members by State Associations at Special Prices,” by 
W. C. MacFadden, North Dakota; ‘‘ Diversion,” by L. P. Hillyer, Georgia; ‘‘ The 
Association Paper,” by Charles L. Engle, Oklahoma; ‘‘ Association Advertising— 
Best Method to Reach Members,”’ by Wm. B. Hughes, Nebraska; ‘‘ The Protective 
Fund,” by Andrew Smith, Indiana; ‘‘ Permanent Offices and a Permanent Secre- 
tary,”” by W. W. Bowman, Kansas; ‘‘ Cipher Code,” by McLane Tilton, Jr., Ala- 
bama; ‘‘ The New Secretary,” by Guy L. V. Emerson, Colorado; ‘‘ The Group 
System,” by E. O. Eldredge, New York. 

At the conclusion of the brief addresses, questions and discussion will follow, 
after which election and installation of officers for the ensuing year will take place. 


Thursday, October 1-—Fourth Day's Proceedings. 
THE ANNUAL MEETING—SECOND DAY. 


On Thursday, October 1, the Convention will be called to order at 9:30 o’clock 
A. M. by President Powers, after which prayer will be rendered by Rev. Robert F. 
Coyle, D. D.; to be followed by announcements; report of the Currency Commis- 
sion; discussion of the report of the Currency Commission and the currency, in which 
delegates are invited to participate. 

At 12 o'clock an address will be made by Alexander Gilbert, President of the 
New York Clearing House, entitled ‘Vital Issues.” 

At the afternoon session, which will open at 2 o’clock, on the roll-call of Vice- 
Presidents, the Vice-Presidents of State Bankers’ Associations who are in attendance 
at the Convention are personally requested to reply with five-minute speeches, telling 
of the business conditions in their States and Territories. 

At 3:30 o'clock, after an address will be made and unfinished business trans- 
acted, the report of the Committee on Nominations will be made, to be followed by 
the election and installation of the officers elected. 


ENTERTAINMENT FEATURES. 


On Monday evening, September 28, the banquet to the Executive Council ten- 
dered by the bankers of Denver will be held at the Denver Club at 7.30 o’clock p. m. 

On Wednesday evening, September 30, a reception with dancing will be given at 
the El Jebel Temple, corner 18th and Sherman Avenues, commencing at 9 o'clock 
p. m. and lasting until one o’clock a. m, 

On Thursday, October 1, a sightseeing trip for the ladies will be conducted in 
three relays, starting from the Broadway entrance of the Brown Palace Hotel. The 
first relay will leave at two o'clock p. m., the second relay at 2.30 o'clock p. m., and 
the third relay at three o'clock p.m. The ladies will be entertained en route with a 
tea given at the Denver Country Club. Tickets will be provided at the time of regis- 
tration indicating the hour the holder will leave. 

On Friday, October 2, as was stated in the first part of this article, an all-day 
trip will be given over the Denver Northwestern & Pacific Railway (Moffat Road), 
leaving the Moffat Road depot, 15th and Basset Streets, probably between the hours 
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of eight and nine o'clock a. m. Corona, Colorado, 65 miles distant from Denver, 
which is at the crest of the Continental Divide, and at an altitude of 11,660 feet, will 
be the point of destination. A box lunch will be served en route, and it is planned 
to have the trains return to Denver in time for dinner at seven o'clock. 

On Saturday, October 3, a repetition of the above trip will be made. 

A writer describes the beautiful scenery encountered on the route to Corona: 


‘Leaving Denver at an elevation of 5,170 feet, the first 20 miles through valleys 
and foot-hills discloses the richness of the soil; then for thirty miles the road passes 
through and along the brow of the mountains until Boulder Park is reached at an 
elevation of 8,889 feet. The continual change of scenery is one of the greatest de- 
lights of this trip. After passing through the plains and valleys, through the fast- 
nesses of the mountains surrounded by rugged peaks, through canons and beside 
rushing mountain streams, you reach the beautiful wooded park situate at the foot of 
the snow-capped Continental Divide. On this trip the train passes through Boulder 
Park forty miles from Denver. At the end of the trip—Corona—the backbone of 
the American Continent is reached, and you are at a height of 11,660 feet, the highest 
point reached by any standard gauge railroad in the world.” 

Relative to the Moffat Road trip: Guests might start from Denver with the sun 
bright and a warm morning, but by the time they had penetrated into the mountains 
half an hour they would be putting on wraps and shutting up windows; so it will be 
especially necessary for every one to have warm wraps on this trip. 

At the end of September and first of October, Denver is usually a continual blaze 
of sunshine during the day and the nights are cool, almost cold. Heavy clothing will 
be necessary, though the thinnest clothing might be worn during the day. 


HISTORICAL, DATA. 
THE AMERICAN BANKERS’ ASSOCIATION. 


The American Bankers’ Association was organized at Saratoga, N. Y., on July 


20, 1875, there being at this meeting 349 delegates from thirty-two states. The mem- 
bership at present is nearly 10,000, every State and Territory in the Union being 
represented on its membership roll. That the Association has been an important 
factor for the good of the business and banking interests of the country is self-evident. 

Under the efficient management of Fred. E. Farnsworth, secretary, the Associa- 
tion has entered upon a new era of prosperity and is rapidly increasing in membership. 

The offices of the Association are centrally located in the financial district, cor- 
ner Nassau and Pine Streets, New York City, and make a very convenient place for 
members and their friends to meet when in New York. One of the large offices has 
been fitted up as a library and reading room, in which are kept on file the financial 
papers of the country and other current literature. Every facility has been provided 
for correspondence, and the Association’s stenographers are at the service of the 
members, who can have their mail and telegrams sent in care of the office. The 
Association telephone is also at their service when they wish to communicate with 
the banks or their friends. 

SAVINGS BANK SECTION. 

The Savings Bank Section was organized in 1902 with 500 members. It has 
increased three-fold in membership since that date until now it has 1,546 enrolled 
members. Fully 200 new members were enrolled since the last annual Convention 
of the American Bankers’ Association in 1907, a greater part of this increase being 
due to the fact that many State and National Banks and Trust Companies with Sav- 
ings departments, some of whom have a savings larger than a commercial business, 
became interested in the work performed by the Savings Bank Section and have en- 
tered their names as members. 

Following is the ratio of increase in the membership between convention dates: 
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New Orleans, November 11, 1902—500; San Francisco, October 20, 1903—548 ; New 
York, September 13, 1904—616; Washington, October 10, 1905—734; St. Louis, 
October 16, 1906—1,033; Atlantic City, September 24, 1907—1,224; Denver, Sep- 
tember 28, 1908, (estimated)—1,575. 

TRUST COMPANY SECTION. 


The Trust Company Section since its organization has kept pace with the other 
Sections attached to the American Bankers’ Association, not only in the active 
work pursued by its members in connection with the particular part of the business 
with which it is connected, but also in the increase in its members, a gain being 
made of almost 150 during the past year, its roster at the present time showing 
nearly 800 members. Taking into consideration the increase in membership of the 
American Bankers’ Association this growth in number in the Trust Company Section 
is an evidence that, as a class, they recognize the benefits to be derived from connec- 
tion with the parent body. 

CLEARING HOUSE SECTION. 


The inception and inauguration of the movement which resulted in the organ- 
ization of a Conference of the Clearing Houses of the United States was due to the 
Michigan Bankers’ Association, being the outcome of resolutions passed at its an- 
nual convention held at Port Huron, on July 14, 1899, recommending a conference 
of representatives of the Clearing House Associations in the reserve cities to con- 
sider the unsatisfactory and confused conditions pertaining to collection and ex- 
change charges. 

The first conference—a largely attended and successful one—was held in Cleve- 
land at the time of the Annual Convention of the American Bankers’ Association, 
September, 1899, when a formal organization was effected, and officers elected. The 
Conference or Executive Committee has met annually since the time of organization. 


THE ORGANIZATION OF SECRETARIES OF STATE BANKERS’ ASSOCIATIONS. 


On March 15, 1902, the Secretaries of State Bankers’ Associations throughout 
the country met at the Waldorf-Astoria in New York City. They discussed fully 
their work as Secretaries and the methods employed pertaining thereto. The inter- 
change of ideas resulted in much useful information being obtained individually, and 
it occurred to Col. Farnsworth, secretary of the Michigan Bankers’ Association, that 
gatherings of this nature annually would prove of inestimable value to the secretaries, 
and through them to the State organizations. He therefore conferred with some of 
the gentlemen present to this effect and the proposition met with approval. 

Temporary officers were chosen, and they were authorized to call a meeting of 
the various secretaries at the time of the next convention of the American Bankers’ 
Association. The first general meeting was held in New Orleans, La., November 12- 
13, 1902. At this meeting the temporary officers were elected for the ensuing year, 
with a Board of Control. 


THE AMERICAN INSTITUTE OF BANKING. 


The American Institute of Banking was organized at the Convention held in 
Richmond, Va, in 1900. It has a membership of almost 9,000 young men, who 
are employed in various positions of trust in the banking institutions throughout the 
country. 

At the recent annual convention held in Providence, R. I., unanimous action of 
the Institute was taken, looking to a closer tie with the American Bankers’ Associa- 
tion through the election of one of its members to the Executive Council who is 
qualified to sit with that body. This request will undoubtedly receive serious con- 
sideration at the Denver convention. 





This Department embraces all the newly decided cases of importance to 
bankers, bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 


COLLECTION OF CHECK. 


Sending item direct to drawee is negligence—But where owner accepts return of 
drawee’s dishonored remittance draft, he ratifies collecting bank’s act in sending 
to drawee and cannot recover. 


Winchester Milling Company v. Bank of Winchester, et al., Supreme Court of Tennessee, March 21, 1908. 


The Whitwell Mercantile Society drew two checks on the Whitwell Savings 
Bank in favor of the Winchester Milling Company and sent the checks to the latter 
on account of indebtedness. The payee indorsed the checks to the order of the Bank 
of Winchester, deposited the checks in that bank and checked out the cash credit 
given therefor. The Bank of Winchester sent the checks to the American National 
Bank for collection. The latter forwarded the checks to the drawee, the Whitwell 
Savings Bank (the only bank in Whitwell). These checks were marked “ paid,” 
the account being good, and returned to the drawer, and the Whitwell Savings Bank 
remitted therefor its two drafts on a Chattanooga bank. These were dishonored be- 
cause of the failure of the Whitwell bank. The dishonored drafts were returned and 
amount charged back by the American National Bank to the Bank of Winchester 


and by the latter to the Winchester Milling Company. Afterwards, the latter brought 
suit. 


Held; 1. Under Tennessee law, each successive bank handling an item for col- 
lection is agent of the owner and the several banks only responsible for the selection 
of proper agents. 

2. The drawee is not a proper agent and the American National Bank was guilty 
of negligence in sending the collection to the drawee. 

3. Whether a custom to send to the drawee where the only bank in the place is 
reasonable, not considered, in the absence of evidence of such custom. 

4. The Winchester Milling Company having sustained injury by reason of the 
negligence of the American National Bank, if nothing else appeared, the latter must 
respond to the former for the amount of the loss. But, 


5. The Winchester Milling Company ratified the act of the American National 
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Bank in taking the drawee’s checks in payment; and having done so, has noright of 
action against the latter for its conduct in sending the checks direct to the drawee. 


Other propositions decided by the court are these: 

1. The Whitwell Mercantile Society was discharged from its indebtedness by 
the method of settlement referred to. 

2. If the taking of a check in payment of a collection (in the absence of a cus- 
tom authorizing it) is an act of negligence, a collecting bank cannot by notice printed 
on its stationery, protect itself against its own negligence. 


Action by the Winchester Milling Company against the Bank of 
Winchester, the American National Bank of Nashville, and the Whit- 
well Mercantile Society. From a judgment of the Court of Civil Ap- 
peals, reversing a judgment for plaintiff against American National 
Bank and the Whitwell Mercantile Society, complainant brings cer- 
tiorari. Complainant’s bill dismissed. 


Neit, J. The Whitwell Mercantile Society, located in Marion 
county, this state, was indebted to the Winchester Milling Company, 
located at Winchester, in Franklin county, and on account of such 
indebtedness forwarded to the milling company two checks, one for 
$242.15 and the other for $262, the two aggregating $504.15. These 
checks were drawn by the mercantile society on the Whitwell Sav- 
ings Bank in favor of complainant, the milling company. On the 1st 
and 2d days of May, 1906, respectively, the complainant indorsed 
these checks, making them payable to the order of the Bank of Win- 
chester, and deposited them to their credit as cash in the bank, and 
checked out the proceeds; their account being overchecked May 3d 
to the amount of $315.62. Fora mnumber of years the Bank of Win- 
chester and the American National Bank, of Nashville, Tenn., had 
been in regular banking correspondence with each other. The Bank 
of Winchester sent these two checks to the American National Bank 
for collection. There was only one bank at Whitwell; that is, the 
Whitwell Savings Bank, on which these checks were drawn. The 
American Bank promptly forwarded these checks to the Whitwell 
Savings Bank for payment. They were marked by that bank ‘‘Paid,”’ 
respectively, on May 3d and sth. That bank charged up the checks 
to the Whitwell Mercantile Society, and on May sth both of them 
were surrendered to the society; the society having, at the time the 
checks were charged up, more than enough on deposit to pay them. 
The Whitwell bank sent to the American National Bank, on ac- 
count of these checks, two cashier’s drafts on the Citizens’ Bank & 
Trust Company, of Chattanooga. These two drafts were promptly 
forwarded by the American National to its banking correspondent at 
Chattanooga, and by the latter were presented to the drawee bank for 
payment, and payment being refused, were duly protested and promptly 
returned to the American National Bank. The American National, 
having previously credited them to the Bank of Winchester, charged 
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back to that bank the amount of the two drafts, together with the 
protest fees thereon; the whole amounting to $509.15. The Bank of 
Winchester accepted the drafts, and acquiesced in the action of the 
American National Bank, and charged back to the complainant, the 
Winchester Milling Company, the $509.15, notifying the complain- 
ant of the fact, and on the 21st of June surrendered the drafts to com- 
plainant. They were accepted by complainant without objection 
made at the time, so far asthe record shows. 

The evidence shows that it was the universal custom in Nashville, 
and in Winchester, and all over the country, to charge back items re- 
ceived by banks for collection which had been credited to depositors 
and returned unpaid. The evidence also shows that this was the cus- 
tom between the American National Bank and the Bank of Winchester, 
and also the custom between the Bank of Winchester and its patrons, 
including complainant. 

In addition to this, the American National Bank had printed on 
its stationery, which it used, in acknowledging the receipt of collec- 
tions, the following: 

‘All items payable outside of Nashville received by this bank for 
credit, or for collection, are taken at the sender's risk. Should returns 
sent by the collecting agents for such items be dishonored, the amount 
will be charged back to the bank or banker from whom the item was re- 
ceived. This bank assumes no liability for neglect or default of collect- 
ing agents, nor for items lost in the mail, and hereby gives notice to that 
effect.” 

There was another notice to the same effect, and in almost the 
same language, on the stationery of the American National Bank, but 
not limited to items payable outside of Nashville, being general in its 
terms, and covering all itemstaken by that bank for credit or collec- 
tion. These blanks were used in the dealings between the American 
National Bank and the Bank of Winchester. 

On May roth the Whitwell Savings Bank suspended and went into 
the hands of a receiver. 

On July 26th the original bill in this case was filed against the 
Bank of Winchester, the American National Bank, and the Whitwell 
Mercantile Society. There was subsequently an amended bill. It 
is not necessary to recite the contents of these bills, further than to 
say that the original bill was amended by the amended bill so as to 
charge that the Bank of Winchester forwarded the checks to the 
American National Bank for collection, and that the latter bank for- 
warded them to the said Whitwell Savings Bank for collection; that 
thereupon the Whitwell Savings Bank forwarded to the American 
National Bank the cashier’s drafts above mentioned in settlement for 
the checks; and that the said checks and cashier’s drafts were not 
collected, because of the negligence of the American National Bank 
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‘‘in its failure to present said checks and drafts for payment within 
a reasonable time and in due course.” 

There was no evidence offered in the court below that there was 
any custom among the banks of this state, or in the business of the 
Bank of Winchester or of the American National Bank, that collec- 
tions should be sent, or could properly be sent, to the drawee bank. 
Likewise there was no evidence of any instructions on the part of 
complainant that would justify such a course of business. 

The chancellor dismissed the bill as to the Bank of Winchester, 
but rendered a decree in favor of the complainant against the Ameri- 
can National Bank and the Whitwell Mercantile Society for the 
amount of the checks and interest, and the other items making up 
the sum of $509.15 above mentioned. 

From this judgment the American National Bank prayed an ap- 
peal to the Court of Civil Appeals, and the Whitwell Mercantile So- 
ciety carried the case into that court by writ of error. The com- 
plainant also filed the record for error in that court, to have reviewed 
the decree of the chancellor dismissing its bill as to the Bank of Win- 
chester. 

By some chance, no notice was taken by the Court of Civil Ap- 
peals of the writ of error filed by the complainant against the Bank 
of Winchester. That court, however, reversed the decree of the 
chancellor as to the American National Bank and the Whitwell Mer- 
cantile Society. Thereupon the original complainant brought the case 
to this court by the writ of certiorari to review the action of the Court 
of Civil Appeals. 

The foregoing facts present several questions for decision. The 
first question suggested is whether the American National Bank acted 
negligently in sending the collection directly to the drawee bank. 
The next concerns the effect and result of the American National 
Bank’s taking from the Whitwell Savings Bank the drafts on Chat- 
tanooga in payment of the check sent for collection; next, the effect 
of the acceptance and retention of these drafts by complainant, when 
turned over toit by the Bank of Winchester, and the allegations of 
the bill as to negligence on the part of the American National Bank 
in this regard. Another question that may present itself for solution 
is whether the Whitwell Mercantile Society is still liable. 

Under the rule designated by Mr. Morse as the Massachusetts 
rule, which prevails in Tennessee and several other states, each suc- 
cessive bank handling an item for collection is agent of the owner, 
and liable to him for the discharge of the duties incumbent upon col- 
lecting agents, and the several banks in the course of the chain of 
transmission are held responsible only for the selection of proper 
agents, and for their own diligence and propriety of action in respect 
of the collection. Bank of Louisville v. Bank of Knoxville, 8 Baxt. 
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101; Bank v. Cummings, 89 Tenn. 609; Morse on Banks & Banking, 
§ 214. 

The author last referred to says, in respect of the selection of the 
drawee bank as agent: 

‘*In this country the party who is to pay a check is not a suitable 
agent for its collection. A Chicago bank received a certified check 
for collection, and sent it to the drawee bank. The latter mailed in 
return a worthless draft, surrendered the check tothe drawer as paid, 
failed, and closed its doors. The Chicago bank was liable to the de- 
positor for the full amount of the check. The debtor cannot be the 
disinterested agent of the creditor to collect the debt, and it cannot 
be considered reasonable care to select an agent known to be inter- 
ested against the principal, to put the latter into the hands of its 
natural adversary.” Morse on Banks and Banking, § 236 (a), citing 
Drovers’ National Bank v. Anglo-American P. & P. Co., 117 Il. 100. 
To the same effect is 1 Daniel, Neg. Inst. 328a; 3 Amer. & Eng. Enc. 
of Law (2d Ed.) p. 809; and 5 Cyc. p. 506. 

On the page of the Encyclopaedia of Law referred to will be found 
the following: 

‘*The forwarding bank must exercise due care in the selection of 
the correspondent to whom it transmits the paper for collection, and 
it will be liable for negligence in selecting an unsuitable correspond- 
ent. The bank upon which the bill is drawn is not a suitable agent 
to collect the bill, and the forwarding bank must answer for all loss 
occurring as the result of such a selection’”—citing numerous au- 
thorities. 

On the page of Cyc. referred to will be found the following: 

‘*The old rule that paper may be sent to the drawee for payment 
no longer prevails in many states, notwithstanding the custom of thus 
sending it; but some states which deny the legality of the rule per- 
mit the paper to be sent to the drawee when there is no other bank 
in the place known by the owner, and collection by a different method 
would be costly and inconvenient. These rules may be modified, of 
course, by instruction or agreement.” 

The latter publication cites in the notes all of the cases, so far as 
we have been able to find, upon the subject, except a few which have 
been decided since that publication came out. 

On the proposition that the drawee bank is not a proper agent for 
selection by a transmitting or collecting bank the following cases are 
cited: Lowenstein v. Bresler, rog Ala. 326; German National Bank 
v. Burns, 12 Colo. 539; Drovers’ National Bank v. American Provi- 
sion Co., 117 Ill. 100; Anderson v. Rodgers, 53 Kan. 542; Chicago 
First National Bank v. Citizens’ Savings Bank, 123 Mich. 336; Min- 
neapolis Sash & Door Co. v. Metropolitan Bank, 76 Minn. 136; Amer- 
ican Exchange National Bank v. Metropolitan National Bank, 71 Mo. 
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App. 451; Western Wheeled Scraper Co. v..Sadilek, 50 Neb. 105; 
National Bank of Commerce v. Johnson, 6 N. D. 180; Wagner v. 
Crook, 167 Pa. 259; Hazlett v. Commercial National Bank, 132 Pa. 
118; Harvey v. Girard National Bank, 119 Pa. 212; Merchants’ Na- 
tional Bank v. Goodman, 1og9 Pa. 422; Givan v. Alexandria Bank 
(Tenn. Ch. App. 1898) 52 S. W. 923; Corsicana First National Bank 
v. Dallas City National Bank, 12 Tex. Civ. App. 318; Evansville First 
National Bank v. Louisville Fourth National Bank, 56 Fed. 967; Far- 
well v. Curtis, 7 Biss. (U. S.) 160. 

We have examined all of the foregoing cases, except the last, 
which is not accessible to us, and find that they fully sustain the text 
to which they are cited. 

Other later cases are Bank v. Hendrix, 147 Ala. 670; Bank v. Pol- 
lock & Bernheimer, 145 Ala. 321; Carson & Co. v. Fincher, 129 Mich. 
687; Bank of Rocky Mount v. Floyd, 142 N. C. 187. 

We shall refer particularly to a few of the foregoing cases. 


(The extensive quotations by the court from these cases are 
omitted. ) 


It is unnecessary to quote further from the authorities on this side 
of the question. The only authorities to the contrary that we have 
any knowledge of are cited in note 81, p. 506, 5 Cyc. being certain 
New York cases and some English cases and the case of Kershaw v. 
Ladd, 34 Or. 375; and Trinidad First National Bank v. Denver First 
National Bank, 4 Dill. (U. S.) 290, Fed. Cas. No. 4,810. The leading 
New York case cited is Indig v. National City Bank, 80 N. Y. roo. 
Of this case the New York court said, in the later case of St. Nicholas 
Bank v. State National Bank, 128 N. Y. 26, 32, that it was ‘‘a border 
case,” and that its doctrine should not be extended. We do not think 
the case of Kershaw v. Ladd sustains the text. We shall have occa- 
sion to refer to this more particularly infra. 

We do not think that the text of Cyc. supra, is sustained by the 
authorities cited in the foot note, in which text it is said: ‘*‘Some 
states which deny the legality of the rule permit the paper to be sent 
to the drawee when there is no other bank in the place known by the 
owner, and collection by a different method would be costly and in- 
convenient.” The cases cited on this subject are Wilson v. Carlin- 
ville National Bank, 187 Ill. 222, and Minneapolis Sash & Door Co. 
v. Metropolitan Bank, 76 Minn. 136. Other authorities upon the 
point are Kershaw v. Ladd, 34 Or. 375; Drovers’ National Bank v. 
American Provision Co., supra; American Exchange National Bank 
v. Metropolitan National Bank, 71 Mo. App. 451; Bank v. Floyd, 
142 N. C. 187. 

(The quotations by the court from these cases are omitted.) 

We need not consider the question whether the custom to send a 
collection to the drawee bank, when there is only one bank at the 
place of collection (the drawee bank), would be reasonable or the con- 
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trary, since in the case before us there is no evidence whatever that 
any such custom prevailed at the time the transactions under exam- 
ination here took place. 

It is clear therefore that the American National Bank was guilty 
of negligence in sending the collection directly to the Whitwell Sav- 
ings Bank, the drawee. 

It is equally clear from the evidence that, if the checks had beem 
sent to some other person and presented at the counter of the bank. 
on the day they reached there by mail, or within several days there- 
after, they would have been paid in cash, inasmuch as it appears that 
the Whitwell Savings bank continued to pay cash for several days 
thereafter, and did not fail until the 10th of the month. 

The form of settlement which the American National Bank ac- 
cepted consisted of drafts drawn in its favor by the Whitwell Savings 
Bank on a bank in Chattanooga, which were dishonored as soon as 
they reached that city; that is, on the roth of the month. 

Was the Whitwell Mercantile Society discharged by the settle- 
ment just referred to, as the result of which the Whitwell Savings 
Bank charged to it the two checks in controversy and cancelled and: 
surrendered them? Wethink it was. The Whitwell Mercantile So- 
ciety had more than enough money on deposit at the time the checks. 
arrived to meet and satisfy them. The society had no means of pre- 
venting the application of their money to the checks and the cancella- 
tion of the latter. It was not incumbent upon the society to inquire 
whether the Whitweil Savings Bank had authority, since the posses- 
sion of the checks for the purpose of collection constituted apparent 
authority, and it was entirely possible that the transmitting bank 
might have sent the checks to the Whitwell Savings Bank by consent 
of the holder. Even the holder himself might have sent them di- 
rectly to the Whitwell Savings Bank. It was not the duty of the 
society to institute an inquiry as to the source from which the Whit- 
well Savings Bank had received the checks; that bank being. at the 
time a reputable concern, and there being nothing to arouse suspicion 
or to put the society upon inquiry. The society had the right to rely 
upon the authority of the Whitwell Savings Bank, and rightly ac- 
quiesced therein. As the result of the transaction, and this acquies- 
cence, the society lost in the failure of the Whitwell Savings Bank 
the amount represented by the checks; that is, if those checks had 
not been charged up to the society and cancelled, the society would 
have drawn out that sum of money when it drew out the balance of 
its account on the sth of the month. 

It results, therefore, that the complainant sustained injury to the 
amount of the checks by reason of the negligence of the American 
National Bank; and, nothing else appearing, that bank must respond 
to the complainant in the amount of the sum lost. 

Bat it appears that the American National Bank, as already stated, 
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took in settlement from the Whitwell Savings Bank drafts on Chat- 
tanooga. There is no evidence in the record that there is a custom 
among banks to make collections in this manner (that is, by receiving 
checks on other banks), and it is insisted by complainant that in the 
absence of a proven custom to take payment in this form, from which 
the consent of the owner of the check would be inferred in the act of 
putting the paper in bank for collection, such a method of settlement 
would be unauthorized—citing Morse on Banks and Banking, § 247. 
And see Merchants National Bank of Philadelphia v. Goodman et al., 
tog Pa. 422. And, if this was an act of negligence on the part of the 
American National Bank, the warning copied upon its stationery, 
supra, would be immaterial, because the bank could not thereby be 
protected against its own negligence. Minneapolis Sash & Door 
Co. v. Metropolitan Bank, 76 Minn. 136. 

However, it is unnecessary to decide whether this was an act of 
negligence or not, because, when the complainant was informed that 
the drafts on the Chattanooga Bank had been accepted by the Ameri- 
can National Bank, it hada right either to accept those drafts so taken 
in payment of the checks, or, if the bank had no right to receive such 
drafts,complainant could repudiate the transaction and sue for the neg- 
ligence of its agents, both in surrendering the checks and taking for 
them the Chattanooga drafts, andalso in failing to present the checks 
to the drawee bank by some other agent than the latter bank itself. 
National Bank of Commerce of Seattle v. Johnson, 6 N. D. 180. 

What actually transpired was this: When the drafts were dishon- 
ored at Chattanooga, and returned to the American National Bank, 
that bank transmitted them in due course tothe Bank of Winchester, 
and that bank on the 21st of June turned these drafts over to the 
complainant. The complainant accepted them without objection, and 
subsequently brought the present action, and made it one part of its 
complaint against the American National that the latter had failed to 
present these drafts for payment ‘‘within a reasonable time and in 
due course.” 

This was a ratification of the American National Bank’s action in 
taking the drafts. It is immaterial that in the same connection in 
the bill the complainant joins the checks and drafts in his allegation 
of negligence against the American National Bank. The two de- 
mands areinconsistent. The complainant could not have a right of 
action for the failure of the American National Bank to duly present 
the Chattanooga drafts, unless it ratified the action of the American 
National Bank in taking those drafts; and if it did this it would have 
no right of action against the bank referred to for its conduct in 
sending the checks directly tothe drawee bank, because the drafts so 
ratified and accepted were the product of that act. 

On the ground thus stated we areof opinion that the complainant 
has no right of action against the American National Bank; it not be- 
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ing shown that that bank was in any default in its treatment of those 
drafts after they came into its hands. 

We cannot consider the rights asserted against the Bank of Win- 
chester, inasmuch as there was no decree entered in respect of that 
party in the Court of Civil Appeals. This being true, we have no 
jurisdiction of that particular controversy. 

Before closing the opinion it may not be improper to add one re- 
mark concerning some observations that were made during the dis- 
cussion of the case at the bar, and also in the briefs, to the effect that 
the Bank of Winchester had credited the checks when it received them 
as cash, and permitted the complainant to check out all the money. 
This is an immaterial subject. As said by Paxson, C. J., referring to 
one who had deposited a check for collection with a bank: ‘‘The mere 
fact that the collecting bank credited him with the check as cash did 
not alter that relation [the agency of the bank for collection]. This 
is done daily; indeed, it is the almost universal usage to credit such 
collections as cash, unless the customer making such deposit is in 
weak credit. Ifthe check is unpaid, it is charged off again, and the 
unpaid check returned to the depositor.”” Hazlett v. Commercial Na- 
tional Bank, 132 Pa. 118, 125. 

For the reasons and on the ground stated, we are of opinion that 
complainant is not entitled to recover against either of the parties de 
fendant in this court. 

The bill will therefore be dismissed, at the cost of the complainant. 


BILL OF LADING FOR COTTON SUBJECT TO LAND- 
LORD’S LIEN. 


Drawee accepting draft against cotton liable to bank holding draft, though cotton 
sold to satisfy lien. 


Bank of Guntersville v. Jones Cotton Company, Supreme Court of Alabama, April 16, 1908; rehearing 
denied June 18, 1908. 


Swift bought a bale of cotton from Gibson to be shipped to the Jones Cotton Co., 
Decatur, Alabama. Gibson shipped the cotton to Decatur, receiving a bill of lading. 
Swift drew a draft in favor of Gibson on the Jones Cotton Co. for the price of the 
cotton. _ Gibson attached the bill of lading to the draft, indorsed both in blank, and 
the draft was discounted by the Bank of Guntersville. The Jones Cotton Co. accepted 
the draft, but refused to pay it because of a landlord’s lien on the cotton, known only 
to Gibson, to satisfy which the cotton was sold. 

Held: The Jones Cotton Co., acceptor, is liable to the bank, bona fide holder 
of the draft, and cannot set up the failure of consideration. Haas v. Bank, 144 Ala. 
562, distinguished. 


Appeal from Circuit Court, Morgan County; D.W. Speake, Judge. 
Suit by the Bank of Guntersville against the Jones Cotton Com- 
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pany. Judgment for defendant, and plaintiff appeals. Reversed and 
rendered. 


This cause is tried upon the following agreed statement of facts: 
‘‘That M. T. Swift, on April 4, 1906, agreed to purchase one bale of 
cotton from A. B. Gibson, in Marshall County, Ala., to be shipped by 
Gibson to the Jones Cotton Company at Decatur, Ala. That on said 
date a bill of lading was issued to A. B. Gibson by the Tennessee 
River Navigation Company, agreeing to transport said bale of cotton 
to Decatur, Ala. That on said date M. T. Swift drew a draft for $56.08 
on the Jones Cotton Company at Decatur, Ala., as shown by draft 
hereto attached. That said A. B. Gibson on said date sold said draft, 
with bill of lading attached, tothe Bank of Guntersville, and indorsed 
said bill of lading and said draft to said Bank of Guntersville, which 
draft and bill of lading and indorsements thereon are hereto attached 
and made a part of this agreement. Said draft and bill of lading was 
delivered to said Bank of Guntersville at the time of the sale thereof 
to said bank; said bank paying said Gibson the sum of $56.08, less the 
customary bank discounts. That at the time said draft was drawn 
and bill of lading issued one S. C. Capehart, of Columbus City, Mar- 
shall County, Ala., held a landlord’s lien on said bale of cotton in a 
sum equal to or exceeding the value of said bale of cotton by reason 
of the same having been grown on the land of said Capehart, located 
and situated in Marshall County, Ala., in the year 1905, through a 
rent contract for lands between said Capehart and said Gibson for said 
year, and that said rent was due and unpaid and lien undischarged at 
the time said bale of cotton was sold by Gibson and said draft and 
bill of lading issued. That said Swift, at the time of agreeing to pur- 
chase said property and at the time he issued said draft, had no knowl- 
edge of said lien, and that at the time said Bank of Guntersville pur- 
chased said bill of lading the said bank had no knowledge of said lien; 
but said Gibson knew of the existence of said rent debt and the lien 
therefor on said bale of cotton. That subsequent to the 4th day of 
April, 1906, the said Bank of Guntersville, through its agents and cor- 
respondents, presented said draft, with said bill of lading attached, to 
the Jones Cotton Company at Decatur, Ala., for acceptance, and that 
the said Jones Cotton Company accepted the same, as is shown by 
indorsements on the face of the draft. That at the time said Jones 
Cotton Company accepted said draft they had no knowledge of the 
existence of the debt and lien of said Capehart. That when said draft, 
with bill of lading attached, was presented to the said Jones Cotton 
Company for payment, they declined to pay the same, and the same 
has never been paid bythem. It is further agreed that said Capehart 
recovered and took possession of said bale of cotton prior to this suit 
under his landlord’s lien. It is further agreed that the legal title of 
said bill of lading and draft was in the Bank of Guntersville at the time 
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of the bringing of this suit, and that they have been the legal owners 

of said bill of lading and draft since the 4th day of April, 1906, on the 

day the same was purchased by them and delivered tothem.” The 
draft is as follows: 

$56.08. 4-4, 19006. 

At sight pay to the order of A. B. Gibson fifty-six and | 





08-100 dollars, value received, and charge to account of | 
one bale of cotton, bill of lading attached. | 
M. T. Swift. 
To Jones Cotton Company, Decatur, Ala. 


Written across the face of the draft is the following: 
Accepted, payable April 9, 1906. 
Jones Cotton Company, 
per N. R. Mason. 
On the back of the draft is the following indorsement: 
A. B. Gibson. 

The bill of lading was in the usual form and was indorsed: A. B. 
Gibson. 

DowveEL., J. There can be no doubt that the instrument sued on 
is governed by the commercial law. Anderson & Co. v. Jones, 102 
Ala., 537, and authorities cited in that case. The facts in this case 
are essentially different from the facts in the case of Haas & Co. v. 
Citizens’ Bank of Dyersburg, 144 Ala. 562, relied on by appellee. 
There was no retention of title to the property by the vendor in the 
case before us. The bank discounting the draft sued on was in no 
sense the vendor of the bale of cotton forming the consideration of 
the draft drawn by M. T. Swift on the defendant in favor of the payee, 
Gibson. When Swift bought the bale of cotton from Gibson, and in- 
structed him to ship it to the Jones Cotton Company, the delivery of 
the cotton to the common carrier by Gibson, consigned to the Jones 
Cotton Company in pursuance of Swift’s instructions, divested the 
title out of Gibson. The indorsement by Gibson of the draft, with 
bill of lading attached, did not operate to put the legal title to the 
bale of cotton in the plaintiff; nor did it, as said above, constitute the 
plaintiff the vendor of the cotton. The plaintiff became the owner 
of the draft before its maturity, in the ordinary course of business, 
and consequently the drawee and acceptor cannot be heard to set up 
the defense of failure or want of consideration. 

From what we have said above as to the law of the case, it follows 
that on the agreed statement of facts the judgment appealed from 
must be reversed, and one will be here rendered in favor of plaintiff. 

Reversed and rendered. 


Tyson, C. J., and Simpson and McCte.tay, JJ., concur. 
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PAYMENT OF FORGED CHECK. 


Bank receiving money from A to be sent to B—Payment of money on forged check 
of B—Bank a gratuitous bailee and not liable where due care exercised. 


People’s National Bank of Kingfisher v. Wheeler. et al., Supreme Court of Oklahoma, June 22, 1908. 


In a case where, without consideration, a bank receives from a money lender a 
sum to be delivered to one of his customers on a check drawn by such customer, and 
the bank pays the money on a check received in due course of business, at the time 
and under the circumstances previously agreed on, the fact that such check is a forgery 
will not render such bank liable for the amountof the same. In such a case the bank, 
being a bailee without hire, performing a service for the benefit of the bailor, would 
not be liable where good faith and ordinary diligence was exercised by it. 
(Syllabus by the court.) 


































Error from District Court, KingfisherCounty; C. F. Irwin, Judge. 


Action by Ezekiel Wheeler against the People’s National Bank of 
Kingfisher. The National Bank of Anadarko was made party de- 
fendant. Judgment for plaintiff and judgment over against the Bank 
of Anadarko, and the People’s National Bank brings error. Reversed. 

Ezekiel Wheeler was a money loaner residing at Kingfisher, Okla. 
Christ Weber was a farmer living in that county who, in the month of 
November, 1go1, intending to go to Caddo county for the purpose of 
purchasing land called on Mr. Wheeler to loan him $200, provided he 
needed it in making such purchase. Together they called on Mr. 
Boynton, cashier of the People’s Bank, stated the facts to him, and 
arranged that, if Weber wanted the money, the bank would assist 
in sending it; that the money could either be sent by writing, or 
telegram. Nothing further was done in the matter until approxi- 
mately a week later. Mr. Wheeler, who was at home, received a 
telephone message on December 6, 1901, from the bank, asking if 
Christ Weber’s check was good for $176, to which he replied that it 
was. He was then asked if he could take it up, and he answered that 
he could, and on the bank asking when, he indicated immediately, 
and thereafter promptly sent the bank his check for $242, which in- 
cluded the amount of the loan which the bank engaged to transmit 
to Weber; the overplus being a deposit left in the bank. Further 
facts material to the matter are that on the 6th day of December, 
1go1, the People’s National Bank received a telegram as follows: 

To People’s Bank. 

Will you pay Christ Weber's check one hundred seventy-six dollars. 
Nat’l Bank of Anadarko. 

In response to this the People’s National Bank of Kingfisher, after 
holding the telephonic communication with Mr. Wheeler above re- 
ferred to, telegraphed the National Bank of Anadarko: 
Yes, will pay Christ Weber's check, amount stated. 
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The check came in due course of business and was paid. Weber, 
immediately after making arrangements for this loan with Mr. 
Wheeler, made the trip to purchase the land as detailed. Two weeks 
thereafter he returned to Kingfisher, met Mr. Wheeler, and, being 
asked in reference to the check, denied that he had ever signed or 
given any, and denied that the check which was immediately there- 
after shown him at the bank was his check, or that the signature 
thereto was his signature. The bank took the matter up with the 
National Bank of Anadarko, and from it ascertained that D. J. John- 
son, whose name appeared as indorser of the check, was a gambler at 
that place, and from the evidence of Mr. Wheeler, who went to Ana- 
darko, it developed that Johnson had received the check from a 
gambler, and that it had been given in a saloon. 

It further appears from the evidence that at the time of this trans- 
action neither Wheeler nor Weber were depositors of the People’s 
National Bank of Kingfisher, although Wheeler became such at the 
time he deposited the check for $242, a portion of which was the money 
loaned by him to Weber. Weber had previously borrowed some 
money from the People’s National Bank, all of which had been re- 
paid. However, the bank still had in its possession some of the can- 
celled paper containing his signature, all of which were in English, 
while the check cashed was signed in German. A number of witnesses 
were introduced pro and con as experts on handwriting; some testi- 
fying that the signature was Christ Weber’s signature, and the others 
denying it. 

Dunn, J. Piaintiff in error, the People’s National Bank of King- 
fisher, relies generally upon two propositions to secure a reversal of 
this judgment. The first is that it is not sustained by the evidence, 
and it is argued with much force that Weber was in fact the maker 
of the check. This court, of course, lacks the advantage which the 
trial court had to determine from the appearance of the witnesses 
who app2ared personally and testified on the controverted questions 
of fact, who were most likely stating the truth, but the most impor- 
tant witness, Christ Weber, gave his testimony by deposition, and 
the same is before us for our consideration as it was before the trial 
court. We have carefully read the record in the case, and feel frank 
to say that we are unable to explain the irreconcilable inconsistencies 
appearing. There is no explanation givenin the record toshow how 
this check couid have been made as it was, if Christ Weber’s evidence 
be true. 

The question of whether or not Christ Weber signed this check 
is the only important question of factin thiscase. Weare convinced 
that the testimony in the record upon which the court rendered its 
judgment is so utterly irreconcilable withthe admitted facts that the 
conclusion of the trial court could be properly set aside on the ground 
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that it is unsupported by the evidence, but we do not do this, pre- 
ferring to consider the question upon the law of the case. 

The able brief presented to us by defendant in error we have ex- 
amined with much interest, but the controlling question in our judg- 
ment is overlooked, and principle and authority are urged and cited 
to support an assumption which is the very legal point in controversy. 
It is argued on the part of counsel that the relationship existing be- 
tween the bank and Mr. Wheeler, in reference to the $176 paid on 
this check, was that of banker and depositor, debtor and creditor, 
while in our view, taking the admitted facts in the case as true, al- 
together a different relationship existed—simply that of bailor and 
bailee, which was entered into on the part of the bank for the sole 
benefit of the bailor. This is the second proposition. Let us see. 
Mr. Wheeler was in the business of loaning money. He had a cus- 
tomer by the name of Christ Weber. He desired to loan, and Weber 
desired to borrow, some sum not in excess of $200. He did not want 
it immediately, sothat Mr. Wheeler could with his own hand deliver 
it to him, nor did he want it in Kingfisher. He desired it at some 
future time and at some distant place. This was the arrangement. 
Now, Mr. Wheeler could have carried the money to Weber, or he 
could have selected an agent to carryit to him. He elected toselect 
an agent, and chose the People’s National Bank, informing the bank 
of sucharrangement. Wheeler had no money in the bank, and it is 
not disclosed by the evidence how it happens that the sum which he 
sent to the bank was $242, instead of the sum borrowed. Probably, 
however, this was due to the fact that he had acheck for this sum, or 
desired to check this sum from the other bank. At all events, with 
the fund which he sent to provide for this loan, he sent an overplus 
of $66. This was deposited in the bank. The $66 constituted him a 
depositor, and created of the bank his debtor, but the $176 was not 
sent to the bank for the purpose of being deposited in it, nor the 
purpose ofa loan, nor did the bank receive it asa deposit, nor did it 
acceptit asaloan. It was sent to the bank under the agreement be- 
tween them, as the agent of Mr. Wheeler to carry this fund to the 
borrower. It could have done this by one of its agents, taking it 
and traveling to Anadarko and delivering it. It could have done it 
by express, telegraph, or by mail. It chosethe latter method. What 
it did was done under no agreement for remuneration or compensa- 
tion of any character. None was expected to be given, none asked, 
and none ultimately paid or received. So that, for the purpose of 
this transaction, the bank was, as above stated, a gratuitous bailee. 
Mr. Wheeler testified that he telephoned that he ‘‘would send a check 
up to the Kingfisher National Bank for $242 and he [the cashier of 
the People’s National Bank] could take out the $176, and place the 
balance to my credit.” The relationship existing between such par- 
ties is altogether different from that of banker and depositor. Inthe 
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latter case the rule is laid down by the Supreme Court of the terri- 
tory of Oklahoma in the case of Bank of Blackwell v. Dean, g Okl. 
626, as follows: ‘‘Unless there are stipulations to the contrary, de- 
posits of money made in a bank become part of its general funds, 
and create the relation of debtor and creditor between the depositor 
and the bank.” To the same effect is the rule annunciated by the 
Supreme Court of Minnesota in the case of Mary Branch v. Dawson, 
33 Minn. 399, in the discussion of which Chief Justice Gilfillan says: 
‘*The legal relation of banker and depositor upon a general deposit 
is, in most respects, that of debtor and creditor. By the deposit the 
latter parts with, and the former acquires, the title to the specific 
money deposited, and the one becomes indebted to the other in the 
amount of the sum deposited.’’ Now, in the case at bar, certainly 
it cannot be successfully contended that this $176 became a part of 
the general fund of the bank, and that the relationship of debtor and 
creditor were established between the bank and Mr. Wheeler. In our 
judgment the bank never acquired any titletoit. It had but asingle 
duty to perform in reference to it, and that was to deliver it gratis 
to the customer of Mr. Wheeler. The general rule in such a case is 
as stated by Mr. Story in his work on Bailments (Section 23) and is 
cited with approval in the case of First National Bank of Carlisle v. 
Graham, 79 Pa. 106, wherein Mr. Justice Woodward, in delivering 
the opinion of the court, says: ‘‘When the bailment is for the sole 
benefit of the bailor, the law requires only slight diligence on the 
part of the bailee, and, of course, makes him answerable only for 
gross neglect. When the bailment is for the sole benefit of the bailee, 
the law requires great diligence on the part of the bailee, and makes 
him responsible for slight neglect. When the bailment is recipro- 
cally beneficial to both parties, the law requires ordinary diligence 
on the part of the bailee, and makes him responsible for ordinary 
neglect.”” * * * The sole benefit in this case wasas between the bank 
and Mr. Wheeler to accrue to him, and, considering the value and 
character of the deposit, the most that could be exacted of the bank 
was good faith and ordinary diligence, although the authority which 
we have just cited holds such a person to the slightest degree of dili- 
gence and makes him liable only for gross neglect. 

A case in which the principle involved in this one isdiscussed and 
decided is that of Armour v. Green County State Bank, 112 Fed. 
631, decided by the Circuit Court of Appeals of the Seventh Circuit; 
the decision being rendered by Grosscup, Circuit Judge. In this case 
the facts were that Armour & Co. placed an agent at a little town 
called Farlin, lowa, for the purpose of purchasing corn to be paid for 
by checks drawn on the bank. By a corresponding arrangement 
made with the bank, such checks, when presented, were paid, and at 
intervals, when a number accumulated, the bank was reimbursed by 
Armour & Co. by a draft for their totals. Their agent, Morlan, was 
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operating under this arrangement, and the bank was cashing his 
checks. At the beginning of the season of 1898 Armour & Co. de- 
posited $450 with the bank in the nature of an indemnity against the 
bank’s advancement upon these checks. From then until May, 1899, 
various checks of Morlan were presented, and were transmitted at 
intervals forthe amount to Armour & Co. for payment. In April, 
1899, an inspection of the cribs at that point developed that they con- 
tained less corn than the memorandum on the checks called for. It 
was then discovered, upon investigation being made, that the agent had 
interspersed the genuine checks with spurious checks to a large 
amount. The spurious checks were paid by the bank on forged indorse- 
ments, and Armour & Co. contended that the bank was guilty of neg- 
ligence by making payment upon such checks. It was urged that 
the relationship in this suit between the bank and Armour & Co. was 
that of banker and depositor, just as it is sourged in the case at bar, 
and that the loss due to this forgery should fall upon the bank. It 
developed that the loss would have been less had Armour & Co. been 
more prompt in their inspection, but the court held that, notwith- 
standing the previous deposit of $450, the relationship of banker and 
depositor did not exist between these parties, and that the loss should 
not fall upon such gratuitous bailee, but upon the one for whose 
benefit the transaction was made. 

The court says: ‘‘Of course, if the relationship between the par- 
ties was that of banker and depositor, these facts relating to negli- 
gence are largely immaterial. But in our opinion such legal rela- 
tionship is not applicable to the transactions under consideration. 
Clearly a deposit for safe-keeping was not intended, except to the ex- 
tent of making the bank of Armour & Co.’s disbursing agent. The 
transaction more nearly resembles the drawing of inland bills of ex- 
change, in which case it is well settled that the drawee cannot recover 
back money paid to the holder. Horstman v. Henshaw, 11 How. 177. 
Neither of these legal relationships, however, seem to exactly fit the 
transactions. Armour & Co. were large purchasers of corn in this and 
in other districts. Though their transactions could have been carried 
forward through their purchasing agent alone by intrusting him with 
the custody of the funds, they chose out of considerations largely of 
bookkeeping to have an independent disbursing agency. The dis- 
bursing agent was the bank. Its duty, in effect, was to pay for such 
corn as Morlan should report through his checks. The bank’s obliga- 
tion under such circumstances was that simply of ordinary care and 
good faith. It had the right, in the absence of facts putting it upon 
notice, to rely upon Morlan’s integrity.” 

So, in the case at bar, the bank’s obligation was, at most, simply 
that of ordinary care and good faith, and it had the right in the ab- 
sence of facts putting it upon notice to rely upon the regularity of 
the transaction between Mr. Wheeler and his customer. The pre- 
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sumption of law is against forgery as indeed it is against the com- 
mission of all crime, and the bank did not violate its duty toward its 
principal when it acted upon this presumption. Nor can we say that 
the fact that there was cancelled paper in the bank bearing Weber’s 
signature would make a change in the situation. The arrangement 
between Mr. Wheeler and Mr. Weber made in the presence of the 
cashier was to the effect that Weber would send for this money from 
the place where he was going. Within approximately a week there- 
after in keeping with this arrangement, the bank received this check 
in due course of business. It appeared to be indorsed by D. J. John- 
son, and across its back was stamped: ‘‘ Pay any Bank or Banker or 
Order, National Bank of Anadarko. Anadarko, Oklahoma.” There 
was nothing in the entire transaction to show negligence on the part 
of the Kingfisher bank or to create any suspicion or give notice of 
any irregularity, and as between these parties to one of whom the 
transaction was for a profit, and the other performing it as a mere 
gratuity, the first clearly should stand any loss growing out of it. 

The judgment of the district court is accordingly reversed. All 
the Justices concurring, except Kane, J., being disqualified. 


FORGED CHECK. 


Check drawn on Blank Form of Another Bank—Genuineness of depositor’s signature 
doubted—No negligence of bank paying check. 


First State Bank of Scott City v. Vogeli, Supreme Court of Kansas, June 6, 1908. 


1. In an action by a depositor against a bank to recover the amount of a check 
which it was alleged was forged, the jury returned a verdict for the plaintiff. and a 
special finding that they were unable to agree whether the signature to the check was 
written by the plaintiff. /7e/d, that it was error to refuse to set aside the verdict and 
to render judgment thereon. ; 

2. Itis not negligence for a bank to pay a check written on the blank of another 
bank without making inquiry. 

3. Neither any rule of law nor the ordinary course of business renders it a mat- 
ter of suspicion that the body of a check is not written in the handwriting of the 
maker. 

4. None of the facts found by the jury were sufficient to constitute negligence 
on the part of the bank. 

(Syllabus by the Court.) 


Error from District Court, Scott County; C. E. Lobdell, Judge. 


Action by B. Vogeli against the First State Bank of Scott City. 
Judgment for plaintiff, and defendant brings error. Reversed, and 
new trial ordered. 

The plaintiff, B. Vogeli, brought this action against the bank to 
recover the proceeds of a check for $1,800, the signature to which he 
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claims was forged. The facts briefly stated are as follows : On May 
4, 1904, plaintiff had on deposit in defendant bank the sum of about 
$4,000. At that time he informed the cashier of the bank that he was 
going to Illinois and Missouri on a visit, and requested drafts or a 
letter of credit so that he might get his checks cashed anywhere, and 
was given a letter of credit good for the amount of $400. The peti- 
tion alleges that the check which the bank paid was not drawn on a 
form of its bank, but on a blank of the American National Bank of 
Kansas City, Mo.; that the plaintiff never signed the check, and that 
defendant carelessly, negligently, and without any authority from 
him cashed the check without making any inquiry of the plaintiff as 
to its genuineness, and if the defendant bank had exercised due dili- 
gence, and had made inquiry, it could have ascertained before pay- 
ing it that the same was forged and fraudulent. The petition alleges 
that the plaintiff returned to Scott City on the 15th day of Septem- 
ber, 1904, had his bank book balanced and his checks returned, and 
immediately notified the bank that the check in controversy was 
fraudulent and forged, and demanded of the bank repayment of the 
amount. 

There was a conflict in the evidence as to the genuineness of the 
signature to the check, expert testimony being offered on both sides. 
The plaintiff was asked if the signature to the check was his, and 
answered as follows: ‘* Don’t look like my signature ; I never signed 
my signature to no check.” In his testimony he admitted that while 
in Sedalia, Mo., he met a stranger who offered to send him some seed 
wheat if he would sign his name in a book; that he wrote his name 
in what appeared to be a blank book with a fountain pen which the 
stranger handed to him, and that he signed it while standing in the 
street; that he did not have his glasses on at the time though he 
generally used glasses when he wrote; that he had no place on which 
to rest his arm at the time of writing; that in the conversation he 
had informed the stranger that he lived in Scott City and had sold 
his farm. The officers of the bank and others testified that after he 
returned home he admitted in different conversations that his signa- 
ture to the check was genuine, but that he had no intention of sign- 
ing a check when he wrote his name. On September roth he signed 
a statement for the bank to this effect. On October 28th he signed 
another statement as follows: 


‘Scott City, Kansas, Oct. 28, 1904. Relative to the check in 
favor of J. O. Moatgomery on the First State Bank of Scott City, 
Kansas, given August 15, 1904, and indorsed by J. O. Montgomery 
and others is fraudulent except my signature, which is genuine, but 
the said signature was obtained by fraud by the said J. O. Montgom- 
ery or J. O. Logan as he represented himself to be at the time of ob- 
taining the signature. B. Vogeli.” 

The plaintiff denied that he knew the contents of these papers 
when he signed them, but this was contradicted by several witnesses. 





LEGAL DECISIONS. 765 


One of the officers of the bank went to Kansas City at different times 
for the purpose of attempting to recover the money. -He was accom- 
panied by the plaintiff on one of these trips, and the bank officers 
testified that the foregoing papers were signed by the plaintiff in 
order to be used in recovering the money. The plaintiff had been a 
depositor of the bank for a number of years. He was 67 years of 
age, rather illiterate, and frequently had the cashier of the bank 
write his checks for him which he would sign. The jury returned a 
verdict for the plaintiff for the amount of the check, upon which the 
court rendered judgment. In addition to the general verdict the jury 
returned the following findings: ‘‘(1) Was the signature to the 
check in controversy written by the plaintiff ? Answer: Can't agree. 
(2) Was the defendant guilty of negligence in paying said check ? 
Answer: Yes. (3) If you answer that the defendant was guilty of 
negligence, state what the negligence consists of ? Answer: In pay- 
ing a check that was written on a blank of another bank without 
making inquiry, and for an amount in excess of letter of credit, and 
after having paid the check written by Vogeli on a bank check of de- 
fendant bank for $1oo and seeing that the check sued on was not 
filled up by Vogeli. (4) Was the plaintiff guilty of negligence in 
signing his name to some blank paper or partly filled out paper in the 
hands of a stranger? Answer: Yes.” 


The bank brings these proceedings in error. 


Porter, J. (after stating the facts as above). The instructions 
properly told the jury that the burden was upon the plaintiff to prove 
that the signature was not genuine, and that he must do so by a pre- 
ponderance of the evidence. On this very material issue the jury 
were unable to agree, but for some reason which is not apparent the 
court refused to set aside the verdict, and rendered judgment. This 
was error. If the signature was genuine the bank was obliged to pay 
unless there was something in the appearance of the check to excite 
suspicion, or there was some fact known to the bank sufficient to put 
it upon inquiry. True, the jury found that the bank was guilty of 
negligence in paying the check, but they also found in what the 
negligence consisted, and no one of the things or all of them com- 
bined would constitute negligence. It is not negligence for a bank to 
pay a depositor’s check written on the form of another bank. There 
is no invariable rule by which customers of a bank are required to 
use a blank check prepared by the bank, and in the ordinary course 
of business it is of very common occurrence to use acheck of another 
bank, erase the name and insert that of the bank in which the de- 
positor’s account is kept. This occurs every day in all banks. 

Nor did the fact that the check was for an amount in excess of the 
$400 letter of credit tend to prove negligence or put the bank upon 
inquiry. The letter was given the plaintiff to establish credit with 
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other banks or persons with whom he might have business. His 
account was subject to check, and he needed no letter of credit to 
oblige the bank to pay checks drawn by himself. Again, the fact 
that some days previously the bank had paid a check for $100 drawn 
by the plaintiff on a regular blank of the defendant was wholly im- 
material, and not sufficient to excite suspicion as to the genuineness 
of the check in controversy. The last circumstance found by the 
jury is that the check was not filled out by the plaintiff, but there was 
nothing unusual in this, even if the plaintiff had not been in the 
habit of having others fill out his checks. ‘‘The rule requiring the 
bank to know the customer’s handwriting was always confined to a 
knowledge of his signature. Neither any rule of law nor the ordi- 
nary course of business renders it a matter of suspicion that the body 
of the check or billis not written in the handwriting of the maker or 
drawer.” 2 Morse on Banks and Banking, § 480. The rule is stated 
in 2 Daniel on Negotiable Instruments, § 1654, as follows: ‘‘But a 
bank is not bound to know more than the signature of the drawer of 
the check; for in the ordinary course of business the body of the 
check is as often as otherwise filled up by aclerkanditis by no means 
a matter of suspicion that it is not filled up in the handwriting of the 
drawer. If the rule were otherwise, a bank could never safely pay a 
check filled up in a handwriting not the drawer’s, until it had inquired 
of the drawer whether it was properly filled up. And to require this 
would greatly embarrass commercial transactions.’’ To the same effect 
see Reddington v. Woods, 45 Cal. 406, 419; Bank of Commerce v. 
Union Bank, 3 Comst. (N. Y.) 230, 234; National Park Bank v. Ninth 
National Bank, 55 Barb. 87, 124. 

If this check had been genuine, and the failure of the bank to pay 
it resulted in loss to the plaintiff, the bank would have been liable 
to him for all damages resulting therefrom, and none of the circum- 
stances mentioned by the jury would have relieved the bank from its 
liability. Of course, a false or fraudulent alteration in any material 
matter in the body of the check after signature would have constituted 
technical forgery, and the bank would have been liable to the plain- 
tiff, unless by some act of negligence upon his part he furnished the 
opportunity for the fraud which deceived the bank, in which case he 
must suffer the just consequences of his own carelessness, and bear 
the loss. The jury found that the plaintiff was guilty of negligence 
in signing his name to some blank or partly filled out paper in the 
hands of a stranger, and it is insisted that, on the facts found, judg- 
ment should be directed for the defendant. There was no motion or 
request for judgment notwithstanding the verdict, and it is unneces- 
sary to consider the effect of this finding. 

The motion to strike from the petition all allegations with refer- 
ence to the payment of the $100 check and the giving of the letter of 
credit should have been sustained, since they were averments of im- 
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material facts which added nothing to the plaintiff's cause of action. 

The failure of the jury to agree upon one of the most material is- 
suesin the case, as well as the inconsistent findings as to the negli- 
gence of the bank, require that the judgment be reversed, and a new 
trial ordered. 


NOTE PAYABLE AT BRANCH BANK. 


Presentment at Main Office sufficient to hold indorser under Negotiable Instruments 
Law. 


Iron Clad Mfg. Co. v. Sackin et al., New York Supreme Court, Kings County, March 23, 1908. 


Where a promissory note is made payable at one of several “ branches” main- 
tained by a trust company in the same county, presentation at the main office of the 
company, which receives and retains the note, is sufficient as against an indorser 
under Negotiable Instruments Law (Laws 1897, c. 612, § 133.) 

(Syllabus by the Court.) 


Ketty, J. The note was made by Marx & Harper, indorsed by 
Sackin, and delivered to plaintiff. It is alleged in the complaint, 
paragraph 3, and not denied in the answer, that the note was payable 
at the Jenkins Trust Company in the borough of Brooklyn. Indeed, 
in the separate defenses pleaded in the answer the place where the 
note is to be paid and the bank alleged to have had the custody of the 
funds with which to pay it is always described as ‘‘ Jenkins Trust 
Company,” and ‘‘ Jenkins Trust Company of Brooklyn.” The note 
fell due on October 23, 1907, and on that day it was presented for 
payment at the main office of the Jenkins Trust Company, at the cor- 
ner of Nostrand and Gates avenues, in Brooklyn. Under modern 
banking methods a system of branches of banking institutions has 
come in vogue—a system unknown until recently, and which I am 
free to say is not in keeping with the conservative way of conducting 
banking in the past—and this note was payable at Jenkins Trust 
Company, Bath Beach Branch. When the Jenkins Trust Company 
received the note for payment at its main office on the day when it 
was due, it retained the note, and sent it to the Bath Beach branch 
office. It reached the branch office on the afternoon of the 24th, 
after banking hours. The makers had cash on deposit with the Jenk- 
ins Trust Company sufficient to pay the note, but it was not paid on 
October 23d, or the 24th, or the 25th, and the Jenkins Trust Com- 
pany suspended payment on the 25th about noon. The makers had 
their account at the Bath Beach branch, and it is said that the money 
was to their credit at that branch. Conceding this, still there is no 
explanation of why the note was not paid at the branch office on the 
morning of the 25th before the bank suspended payment. 

But I think the presentation of the note on the day on which it 
was payable at the main office of the Jenkins Trust Company was 
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sufficient. The defendants quote section 133 of the Negotiable In- 
struments Law (Laws 1897, p. 736, c. 612) : 

‘‘Presentment for payment is made at the proper place where the 
place of payment is specified in the instrument and it is there pre- 
sented.” 

There is but one Jenkins Trust Company, one president, secre- 
tary, cashier, and the other officers recognized by law. There may 
be assistant cashiers or tellers at the branches, but the branches are 
not separate corporations. The corporation, Jenkins Trust Company, 
had the money of the makers on deposit. It makes no difference 
where the company received it. The corporation was responsible no 
matter at what ‘‘ branch” it wasreceived. If the note had been pre- 
sented at a ‘‘ branch” other than the ‘‘ branch” named on the face of 
the note, some question might arise, but in this case the note was pre- 
sented at the main office. The greater includes the less. The maker 
selected the bank at which the note was to be paid, and, when the 
holder presented it at the main office of that bank and the bank re- 
ceived it, I cannot see why the holder is responsible for the failure of 
the banking company to pay it then and there, or because, for its own 
convenience, the banking company saw fit to send it to a ‘* branch” or 
delay in sending it. There was a regular course of dealing proved 
between the Mechanics’ Bank, which held the note for collection, and 
the Jenkins Trust Company, by which notes payable at ‘‘ branches” 
were presented either at the branch or the main office, but without this 
course of dealing I think presentation at the main office was sufficient. 

Both parties moving for the direction of a verdict, I direct a ver- 
dict for the plaintiff for the amount of the note, $871.45, and interest, 
$19.61 ; total $891.06. 


REPAIR OF ASSETS BY BANK OFFICERS. 


Royce et al. v. Bank of Commerce of Walter, Supreme Court of Oklahoma, June 24, 1908. 


In a case where the territorial bank commissioner required the 
officers of a bank to repair its assets by making a deposit of $2,000 on 
the erroneous assumption that certain notes were lost and the said 
officers made a deposit to cover the amount thereof, on the discovery 
and return to the bank of the said notes, the officers making the de- 
posit aforesaid are entitled to be subrogated to the rights of the bank 
in the notes or the proceeds thereof, and it is error to sustain a de- 
murrer to an answer setting up such facts. 


ATTORNEY’S FEE NOTE NON-NEGOTIABLE. 


Clowers et al. v. Snowden et al. Supreme Court of Oklahoma, June 24, 1908. 

1. A promissory note, providing: ‘‘If collected by an attorney, a 
fee of $10 to be charged ’’—is non-negotiable. 

2. In a suit to foreclosure a mortgage securing a debt, evidenced 
by a nonnegotiable promissory note, it was error for the court to ex- 
clude evidence tending to show want of consideration, notwithstand- 
ing plaintiff be an innocent purchaser for value and before maturity. 
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THE MASSACHUSETTS EXPERIMENT. 


HE experiment now being made in savings bank insurance 
by the savings banks of Massachusetts will be watched 
with keen interest by both savings bank men and life in- 
surance officials. While not entirely original in its con- 
ception, being modeled somewhat after the English postal 
scheme of life insurance, yet it is unique in the history of 
savings banks in the United States. 

It has come about largely through the efforts of one man, 
and the underlying cause may be found in the fact that 
Massachusetts is a manufacturing state, a workingman’s state, a sav- 
ings bank state. Perhaps in no other state in the Union has the mutual 
savings bank had a better test, or a more successful history, than in 
this Commonwealth where there are 187 savings banks of the ‘‘mutual”’ 
type, and two out of every three persons have savings bank accounts. 
The life insurance companies have found this a fruitful field also. 
Mr. Brandeis, the promoter of this movement, and its most ardent 
advocate, is responsible for the statement that during the fifteen 
years ending December 31, 1905, the workingmen of Massachusetts 
paid into the treasuries of the industrial life insurance companies the 
huge sum of $61,294,887. Inreturn for thisinvestment they received 
in death claims (at least their relatives did) and in endowments, 
surrender values, etc., only $21,819,606. He estimates that if this 
sum had been placed in the savings banks of this State instead of 
paid to the companies, and the latter amount which was repaid by 
the companies had been withdrawn, the balance to the credit of the 
policy holders at the same date, December 31, 1905, including inter- 
est, would have been $49,931,548.35.* 
THE SECRET OF INDUSTRIAL INSURANCE. 
The success of industrial insurance may be attributed to two 
main causes: 
1. The placing within reach of all, even the poorest, by the weekly 


* American Federationist, October, 1907. 
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premium plan, the protection of the industrial insurance policy. 2. 
The periodical visits of the collector, without which it never would 
have assumed its present proportions. 

While clever and persistent advertising has been a factor in the 
growth, and personal recommendation has had much to do with the 
widespread interest in these matters, yet these features are included 
in the visits of the collector, who, with ‘‘moral suasion” and smooth 
argument and a bundle of the company’s periodicals under his arm, 
and at New Year’s a fancy calendar as well, has been the company’s 
best asset, and in many instances the patron’s best friend. 

The saving habit is not characteristic of humanity—it is acquired. 
The average man who works for wages needs incentive, and often 
compulsion, before he will learn to take good care and make good 
use of his money. The savings bank is weak in this regard, in that 
it has not and cannot have a ‘‘compelling clause.” If he patronizes this 
institution it must be of his own volition, although a scheme has 
been devised in Germany whereby the depositor obligates himself to 
deposit a stated amount regularly. Upon making his first deposit he 
receives a pass book, and at stated times, usually weekly, the collector 
makes his demand in the form of a coupon, showing the date, amount 
and number of the pass book. No entries are made at the house, and 
the book must be presented at the bank for this purpose, but the 
coupon actsas his receipt. If the coupon is returned to the bank by 
the collector as unpaid, and the amount is not paid within eight days, 
the bank reserves the right to close the account. Withdrawals may 
be made at any time.* This is the nearest approach to compulsory 
saving in operation in a savings institution that has come to the 
writer’s attention. 

The weekly visit of the insurance collector is the secret of the 
success of the weekly payment policy. Once a policy is issued, faith- 
fully, religiously, the collector calls for his money, for he must re- 
place it if it lapses, or stand the loss in commission, and it is the 
better part of wisdom to persuade the holder to continue payments. 
But lacking the moral effect of these visits the inducement to con- 
tinue the policy is gone. 

A case in point was that of a father who came into a savings bank 
and opened an account in trust for two children, stating that ‘‘he had 
grown tired of spending money for nothing and was going to drop 
the insurance on the children and put the money where he could get 
it when he needed it.” It was his first and last deposit, for, being 
under no compulsion to visit the savings bank, and no collector to 
persuade him to continue, his money found other channels. 

SAVINGS BANK INSURANCE IN ENGLAND. 

In treating of the Postal Savings Banks of England, Hamilton, in 

the work already quoted from, page 307, has this to say in regard to 


* Savings and Savings Institutions, by J. H. Hamilton, page 273. 
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the life insurance feature connected with that system: ‘‘This line of 
effort has not made much impression upon the general habits of the 
people, and it has been proposed that these services be extended by 
a system of canvassing among the working people, after the manner 
of the private companies, but the plan was negatived by the report 
of the committee in 1882. A special effort was made by the em- 
ployees during two years of the past decade to increase the business 
of this department, with the following result: In 1892, with special 
effort, the number of policies issued was 1,993. In 1893, with no ef- 
fort, the number dropped to 853. In 1894 the solicitation was again 
taken up, with the result that 1,128 policies were issued against 720 
in 1895 with no effort. In 1896 the special effort was again made, 
with an increase of over 500 policies over the preceding year.” 

All of which goes to show that it is the personal solicitation that 
produces the results, no matter how cheap or good the plan may be. 

In speaking before the American Bankers’ Association at their 
last annual meeting (1907) Mr. Alfred L. Aiken, Treasurer of the 
Worcester County Institution for Savings, said, in a similar vein: 
‘*Over-the-counter insurance for the wage-earner is not, as some may 
have supposed, an invention of the brilliant Boston attorney who is 
sponsor for this bill, but has been tried and never proved really suc- 
cessful. You are perhaps familiar with the attempt of the British 
Post Office to carry on such a business, and doubtless know, that in 
spite of the great moral effect of the financial strength and solidity of 
the British Government, and in spite of the much greater familiarity 
of the English people than of our own with industrial insurance, the 
business has not been successful. The results achieved there are 
positively laughable to the active insurance man, and must discour- 
age the optimist who longs for savings insurance banks. As a matter 
of comparison I find that if all the savings banks of Massachusetts 
should undertake the industrial insurance business and meet with the 
same success as achieved by the Insurance Department of the British 
Post Office in the last year for which I have been able to obtain 
figures, the combined banks of the Commonwealth would write .42 of 
one policy, a result which cannot lead to high hopes for the under- 
taking proposed for us.” 

THE MASSACHUSETTS PLAN. 

Briefly stated, the plan is as follows: Any savings bank may estab- 
lish an insurance department, by voting to do so at a meeting of the 
trustees specifically called for that purpose and ratified by a two-thirds 
vote of the trustees present, ‘‘and if such vote has been ratified by vote 
of a majority of the incorporators present and voting at a meeting 
duly called for the purpose.” 

Before the certificate authorizing the insurance department to do 
business is issued, an expense fund of not less than $5,000 must be 
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provided, and a guaranty fund as herein set forth. (In the case of 
the Peoples Savings Bank of Brocton, Ex-Governor Douglass came 
forward with the necessary guaranty fund, which would indicate that 
it was the intent that this fund be personally provided, and not set 
aside from the earnings of the savings department of the bank. This 
corresponds with the trustees’ organization fund in a New York sav- 
ings bank, where the trustees provide the expenses until the bank 
becomes self-supporting, without using the earnings of the bank, and 
without obligation on the part of the corporation, other than moral.)* 

A special insurance guarantee fund, consisting of not less than 
$20,000, shall be placed at the risk of the insurance department, which 
shall be applicable to the payment of losses, etc., when the liabilities 
of this department exceed the assets. Provision is made for the es- 
tablishment of this fund by the issue of certificates in amounts of 
$100 each. The amounts so advanced as a guaranty fund, together 
with the interest, shall be repaid as provided in the act, and as justi- 
fied by the earnings of this department, but shall not be deemed a 
liability of the insurance department in determining the solvency of 
this department. 

The assets of the savings department shall be liable for and ap- 
plicable to the payment of liabilities, debts, obligations and expenses 
of the savings department only, and the same holds true of the in- 
surance department. 

The assets of the insurance department must be invested in ac- 
cordance with the laws governing savings bank investments, except the 
insurance department may loan on its policies, as provided in the act. 

No policies shall lapse after six full months premiums have been 
paid. Policies are to be issued only upon lives of citizens of Massa- 
chusetts, and not to exceed $500. 

_ No solicitors are to be employed, but agencies, as approved by the 
insurance commissioner and the board of trustees, may be established. 
Deposits may be made by policy holders in the savings department, 
with instructions to apply the same to the premiums as they fall due. 

A General Insurance Guaranty Fund is created, to be managed 
by seven trustees appointed by the Governor. A state actuary shall 
be appointed by them, with such help and at such compensation as may 
be determined. The actuary shall prepare the necessary policy forms, 
etc., stationery, tables, and other details attending the insurance of 
lives. A state medical director is to be appointed with the usual 
duties attending the medical department of insurance. The services 
of the state actuary and medical examiner are to be gratis to the 
banks, as well as blanks and other stationery, which are provided at 
state expense. 


* In the case of the Whitman Savings Bank, which has also adopted the plan and 
issued its first policy in July of this year, six prominent citizens provided the neces- 
sary guaranty fund. 
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Every savings bank operating an insurance department is re- 
quired to pay into the hands of the Trustees of General Insurance 
Guaranty Fund an amount equal to four per cent. of all the amounts 
paid to it as premiums or the purchase of annuities during the pre- 
ceding month. Said sums are to be held as a guaranty for all obli- 
gations on policies, etc., and so much thereof as may be necessary 
shall be paid to any bank, to be applied in the payment of losses or 
satisfaction of other obligations, as may be required to prevent or 
make good an impairment of its insurance reserve. The amounts so 
advanced by the Guaranty Fund shall be repaid only as provided in 
the act, and shail not be deemed a liability in determing the solvency 
of the insurance department. Funds of the General Insurance Guar- 
anty Fund shall be invested in accordance with the savings bank law. 

Examinations of the insurance department are required yearly by 
the insurance commissioner in conjunction with bank commissioner. 

Reports are required annually, as of October 31st. 

THE FORMS OF POLICIES. 

Such, in brief, isthe scheme and scope of the experiment. It will 
be interesting to note the forms of policies, and the ‘‘argument,” and 
the following is a synopsis of a booklet issued by the actuary, as pro- 
vided in the act. 

Three forms of policies are to be issued: 


1. An insurance and annuity policy. This requires monthly pay- 
ments until the age of 65 is attained, when payment ceases, and 
thereafter the bank will pay a yearly annuity; or, in case of death in 
the interim, the stipulated sum, not to exceed $500. The policy par- 
ticipates in the earnings of this department. Illustration: At the 
age of 25, for a monthly payment of $1.30, an annuity of $100 is se- 
cured at the age of 65 years, or $500 at death. This would cost $1.35 
in the regular company, and payment would continue until the age of 
75. This section closes with the pertinent query: ‘‘Which would 
you rather be, your neighbor or yourself? Answer (notin the book) 
—That depends upon what kind of a neighbor he ts ! 


2. Life Policy. This providesfor monthly payments until the age 
of 75, when payment ceases. This is the ordinary ‘‘straight life 
policy.” Illustration: At the age of 21, upon payment of 89 cents, 
monthly, $500 insurance is provided in case of death, and during the 
life of the policy it participates in the earnings of the department. 


3. Endowment Policy, Amonthly premium payable until 65 years of 
age will buyendowment insurance payable at the age of 65,or in case of 
death before maturity, will pay to the heirs the face of the policy. I1- 
lustration: At the age of 21, ninety eight cents will buy an endow- 
ment of $500 payable at the age of 65, or, if death intervenes, the 
same amount asa death claim. This policy participates in the earn- 
ings of the department. 
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THE “APPEAL FOR BUSINESS.” 

From the pamphlet above referred to we gather the following 
suggestive ‘‘arguments”’ as to why the wage earner should patronize 
this innovation: ‘‘The Commonwealth of Massachusetts authorizes 
the Savings banks to issue policies of insurance in order to give the 
wage-earner an opportunity to get an old age annuity and insurance 
at the cheapest possible cost consistent with safety. The Common- 
wealth has gone further thanthis. It has agreed to help the wage- 
earner to help himself by paying part of the expenses of the Savings 
banksin issuing annuities and life insurance. In order to save you 
still further expense the Commonwealth has prohibited the banks 
from employing any agents to make house-to-house collections. House- 
to-house collections cost you money, and you might as well save that 
money. All you have to do, to save it, is to go toa savings bank in 
your town and ask for an annuity or insurance policy and pay the 
premiums regularly once a month. Or, if you have a deposit account 
with the bank, give them a standing order to pay your premium. 

Did a good job ever come and knock at your door ? No! You had 
to go out and grab it and hang on for dear life. Well, if you want 
the best annuity or insurance policy you must go and seek it, but it 
won't be so hard to find as a good job. It is only two or three blocks 
away, inthe savings bank. IVhich—the good job or the policy? 

A contrast between the old-line policy and the savings bank policy 
is set forth as follows: 

‘‘Suppose you are thirty years old andare paying $1.32 each month 
tothe bank. Your neighbor, who is the same age, is paying the same 
sum each month to an insurance company through an agent who calls 
for the money each week. If you live to the age of 65 the bank will 
pay you $500 in cash. If your neighbor lives the company will pay 
him $375 in cash. You will therefore receive $125 more than your 
neighbor for the same money. Suppose you are unfortunate enough 
to die before you reach 65. Then your family would receive $500, 
while your neighbor’s would get but $375. So, whether you live or 
die, you save $125.” 

(In this instance the man would rather zo?¢ be his neighbor.) 

What the results of this new departure will be remain for history 
to relate, but, thus far, only two savings banks have signified their 
intention of operating a savings bank life insurance department—the 
Peoples of Brocton and the Whitman Savings Bank. No doubt the 
scheme will receive in the future, as it has in the past, the condem- 
nation and criticism of insurance men and savings bank officials, but 
‘tas no test is like a trial, the best trial will be a test.” The Com- 
monwealth of Massachusetts has, verily, done its part and more. If 
the wage-earners do not get cheap insurance it will be their own 
fault, and the outcome of the Massachusetts experiment where the 
collector does not come around will be watched with more than passing 
interest. 





SAVINGS AND TRUST DEPARTMENT. 


INEXPENSIVE RECEIVERSHIPS. 


In sharp contrast with the expensive and prolonged receiverships 
of the New York and Brooklyn banks and trust companies that were 
temporarily embarrassed during the panic of 1907 is the case of a sav- 
ings bank in Massachusetts. Owing to the depreciation of its secu- 
rities this bank, with $506,124.71 in deposits became insolvent and 
was placed under temporary injunction by the Supreme Judicial 
Court on June 22, 1904. From that time until August 15, 1907, its 
doors remained closed and it transacted no business during this period 
except the collection of debts due it and interest on its investments. 
With the added expense of receivership the depositors would have 
lost heavily. 

While under temporary injunction, the total expenses were but 
$3,480.15, or .69 of one per cent. of the assets. The net loss to its 
patrons was but ten and one-half per cent. interest on their money, 
for when its investments again appreciated it resumed on a solvent 
basis, and the depositors will receive full return of their money, less 
the interest for the period closed. 

During the two and one-half months following the reopening 
$127,202.48 was withdrawn. A dividend of 2 % was declared in No- 
vember, 1907, leaving the bank with deposits of $327,566.88 on the 
first of January last. 

Its guaranty fund and surplus now amounts to 5.12 % of the de- 
posits, which is well up to the average. 

This is a proceeding quite unique in savings bank management, 
and the results would seem to justify the means. In contrast with 
the costly receivership usually attending such matters it is worthy of 
note. The receivers of the Knickerbocker Trust Company asked for 
$300,000 and were allowed but $20,000 each. Those for the Hamil- 
ton Bank asked $40,000 for services rendered and were awarded $20, 500 
for two months work. The Borough Bank receivers obtain $40,000 
for five months work; likewise those of the Williamsburg Trust Co. 
The Jenkin’s receivers were allowed $25,000, and those of the Me- 
chanics & Traders Bank $20,000 each. 

The recent law enacted in New York provides that insolvent banks 
under state supervision shall be administered in a manner similar to 
the procedure in the cases of National banks, where the department 
takes charge, details an examiner for the work and the expenses are 
nominal. The first test of the new law was made in the case of the 
Home Bank of Brooklyn, which was in charge of the banking depart- 
ment for a period of forty-two days. The expenses of the examiner 
were but $666, and incidental expenses carried the amount up to 
$1,190.80, with no allowance for legal services. Hadthe panic been 
fruitful of nothing but this it would have been worth while, but other 
admirable legislation, as heretofore noted in this department, has 
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attended also, and it would seem to emphasize the old adage that ‘‘it 


is an ill wind that blows no good.” 


STREET RAILWAY BONDS THAT ARE LEGAL INVESTMENTS FOR 
MASSACHUSETTS SAVINGS BANKS. 


Under the provisions of sections 147, 148, 149, and 150 of Part 
III., Chapter 463, Acts of 1906, the street railway bonds described 
below are legal investments for the savings banks of this Common- 
wealth (Massachusetts). Signed, Pierre Jay, Commissioner. 


Company 


Alton and Orange St. Ry. Co. 
Boston Elevated Railway Co. 
Boston Elevated Railway Co. 
Citizens Elecric St. Ry. Co... 
Dartmouth and Westport St. 


East Middlesex St. Ry Co... 


East Middlesex St. Ry. Co... 
Fitchburg and Leominster St. 


Holyoke Street Ry. Co....... 


“ “ 


Pittsfield El. St. Ry. Co 
Pittsfield El. St. Ry. Co. .... 
Springfield St. R. Co 


Uae at. Ry. Co..........62.. 


West End Street Ry. Co..... 


Character. 


First Mtge. 
Plain 
Plain 


First Mtge. 


First Mtge. 
Plain 
Plain 


First Mtge. 
Con. Mtge. 
Debenture 


Mortgage 
Mortgage 
First Mtge. 


Con. Mtge. 


Debenture 


Rate. 


5 


uw 


rE UF peUUUEN 


4 
4% 
5 


ws 


w 
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\ 


ARR AR 
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Date of Issue. 
Jan. 1, 1895. 
May I, 1905. 
Oct. I, 1907. 
Dec. I, 1900. 


April 1, 1895. 
Sept. 1, 1898. 
Jan. I, 1902. 


April 1, 1897. 
Feb. 1, Igor. 
April 1, 1895. 
Oct. I, 1900. 
April 1, 1903. 
July 1, 1903. 
May I, 1907. 
April 1, 1903. 
Jan. 1, 1894. 
March 1, 1894. 
May 1, 1896. 
Feb. 1, 1897. 
Aug. I, 1900. 
Aug. I, 1902. 


Maturity. 
Jan. I, 1915. 
May I, 1935. 
Oct. 1, 1937. 
Dec. I, 1920. 


April 1, 1915. 
Sept. 1, 1918. 
Jan. I, 1922. 


April 1, 1917. 
Feb. 1, 1921. 
April 1, 1915. 
Oct. I, 1920. 
April 1, 1923. 
July 1, 1923. 
July 1, 1923. 
April 1, 1923. 
Jan. 1, 1914. 
March 1,1914. 
May I, 1916. 
Feb. 1, 1917. 
Aug. I, 1915. 
" Aug. 1, 1932. 


PAYMENT OF SAVINGS DEPOSIT ON FORGED ORDER. 


Hough Avenue Savings & Banking Co. v. Anderson, Supreme Court of Ohio. June 26, 1908. 


1. By-laws of a savings bank, which require the presentation 
of the deposit book, or due notice to the bank in case of the loss of 
the book, as conditions precedent to payment to the depositor, or 
upon his written order, are reasonable conditions and become a 
part of the contract between the bank and the depositor, when 
brought to the notice of the latter. 

2. When in such case the bank makes payment on presenta- 
tion of the deposit book or pass book, not to the depositor in per- 
son, but upon what purports to be a written order by him and 
which turns out to be a forgery, the bank is at least bound to act in 
good faith and to exercise reasonable care with the view to avoid 
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payment to a person who is not lawfully entitled to receive pay- 
ment; and, if in such case it does not so act in good faith and ex- 
ercise reasonable care, it will be liable to pay again to the rightful 
owner of the deposit. 

Error to Circuit Court; Cuyahoga County. 


Action by one Anderson against the Hough Avenue Savings & 
Banking Company. Judgment for plaintiff was affirmed by the cir- 
cuit court, and defendant brings error. Affirmed. 


Anderson sued the bank to recover the amount of two deposits 
which he had made, alleging that some person unknown to him had 
stolen his pass book and forged his name to an order authorizing the 
payment of the amount of his deposits, and that the bank on the pres- 
entation of the said pass book and forged order negligently and with- 
out due care paid out said deposits to a party who was not entitled 
thereto. The case was tried to a jury, and on the trial the bank re- 
quested the court to charge the jury that the bank had the right upon 
the presentation of the deposit book to pay the money and upon the 
payment by the bank on the presentation of the deposit book it was 
discharged from the amount so paid; and, further, that as the testi- 
mony showed that Anderson did not notify the bank that his book 
had been stolen or lost, if the bank paid the money on the presenta- 
tion of book, it would be a discharge to the bank. The court refused 
to so charge the jury, but did charge that if they found from the evi- 
dence that the bank did not exercise reasonable care in making said 
payment, and they also found that the alleged written order which 
was presented with the pass book was forged, they should find for 
Anderson, which the jury accordingly did, and judgment was ren- 
dered for the plaintiff, and, after a motion for a new trial the case 
was taken to the circuit court, which affirmed the judgment, and it is 
now sought to reverse the judgments of both courts below. It ap- 
peared on the trial that at the time Anderson made his first deposit 
he signed a deposit card by which he agreed and assented to the rules 
and regulations of the bank governing saving deposits, and that among 
those rules, which were printed in the pass book, was the following: 

‘*(5) Deposits may be withdrawn by the depositor in person, or 
by written order; but in either case this pass book must be presented, 
that such payments may be duly entered therein. As the officers of 
the company may be unable to identify every depositor, the company 
will not be responsible for loss sustained where a depositor has not 
given notice of his or her book being stolen or lost, if such book be 
paid, in whole or in part, on presentation. In all cases, a payment 


upon presentation of a deposit book shall be a discharge to the com- 
pany for the amount so paid.” 


After he made his last deposit, which was in July, 1903, he did 
not again go to the bank until July, 1904, during which interval he 
kept his bank book in his trunk, and did not see it after October, 
1903. One Christensin, who resided in the neighborhood of the bank, 
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and was known to the paying teller and who had cashed checks at 
the bank which had proved to be good, in October, 1903, appeared 
at the bank with a written order which transferred Anderson’s ac- 
count to him, and this order purported to be witnessed by one A. M. 
Crowl, and it appears to have been a forgery. 

Davis, J. The bank contends that, under the contract between 
the parties in this case, it cannot be held liable where payment was 
made upon presentation of the pass book; and that, if this contention 
is wrong, the testimony in this case is not such as to charge it with 
negligence. 

These questions are new in this state, although they have been 
the subject of frequent adjudication in other states. These adjudica- 
tions have uniformly held, where that question was involved, that by- 
laws of a savings bank requiring the presentation of the pass book and 
notice to the bank in case of the loss of the book, as conditions pre- 
cedent to payment, are reasonable, and when brought to the notice 
of the depositor, become a part of the contract between the bank and 
the depositor. But, notwithstanding the contract relations of the 
parties, it has been quite as uniformly held, and it does not appear to 
be controverted here, that the bank is bound to exercise good faith 
and reasonable care in making payment so that payment shall be 
made to the person entitled to receive payment; and this is so because 
public policy will not allow the bank to so strip itself of responsibil- 
ity by contract as to enable it to safely pay, intentionally or heed- 
lessly, to one who has come into possession of the pass book fraudu- 
lently or criminally. In this case the fact of negligence by the bank 
was submitted to and found by the jury; and we think properly so. 
The pass book was not presented by the depositor, but by another 
person, by virtue of what purported to be the depositor’s written order. 
The teller of the bank who paid the money testified that he was not 
acquainted with the defendant in error, the depositor; that so far as 
he knew, the latter had never been in the bank, except on the two 
occasions when he made deposits; that he was not familiar with his 
signature; and that he did not compare the signature to the order 
with the genuine signature in possession of the bank. His only ex- 
cuse for not scrutinizing the order and comparing the signatures is 
that he knew the man who presented the order and pass book, and 
that he had before cashed checks for him which had turned out to be 
good. This evidence was of itself sufficient to justify the court in 
submitting to the jury the question of good faith and reasonable care 
on part of the bank, and therefore the finding of the jury was con- 
clusive upon that point and supports the judgment. Chase v. Water- 
bury S. Bank, 77 Conn. 295. 

The bank insists that since the by-law required the depositor to 
give notice that his pass book had been stolen or lost, and provided 
that the bank should not be responsible in default of such notice, and 
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that ‘‘in all cases a payment upon presentation of a deposit book shall 
be a discharge to the company for the amount so paid,” and since 
Anderson did not give notice of his loss prior to the payment, the bank 
is therefore discharged. Upon the assumption that the bank acted in 
good faith and in the exercise of due care, this argument may be 
valid, otherwise it is not sound. If the bank may negligently or 
through bad motives pay to a thief who has possession of the bank 
book, because the owner has not given notice of a loss of which he is 
not then aware and of which he does not become aware for months 
afterwards, or if the bank may so pay in any case to a person who is 
not lawfully entitled to receive payment, then the depositor has con- 
tracted away his right to protection in any case and the responsibility 
of the bank for good faith and reasonable care, which the law has im- 
posed for reasons of public policy, is entirely futile. Under the by- 
law which is the contract in this case, ‘‘ payment upon presentation 
of a deposit book could only be made to the depositor in person or to 
some person designated by his written order. It was not paid to him 
in person nor to any person designated by him. It was paid upon a 
forged order; and, if not paid by the bank at its own peril (Ladd v. 
Augusta Savings Bank, 96 Me. 510,) it was at least, as found by the 
jury, negligently paid to a person who had no right to the deposit. 
The authorities cited by counsel for the bank are not applicable to 
the present case, because all of them, as we read them, are cases in 
which the bank was not negligent; and one of them, Schoenwald v. 


Metropolitan Savings Bank, 57 N. Y. 418, has been distinguished 
several times, and so limited to the facts of that case that it cannot 
be regarded as of much value as an authority. Allen v. Williams- 
burg Savings Bank, 69 N. Y. 314; Smith v. Brooklyn Savings Bank, 
101 N. Y. 58; Kummel v. Germania Savings Bank, 127 N. Y. 488. 
The judgment is affirmed. 
Price, C. J., and SHauck, Crew, Summers, and Spear, JJ., concur. 


WITHDRAWAL NOTICE FOR TRUST COMPANIES. 


As a post-panic idea, we have the suggestion that trust companies 
be allowed to require the withdrawal notice, such as is permitted in 
the savings banks of several states. This would not, and could not 
apply to the time deposits and checking accounts, but in the savings 
departments, if it could be operated without harm to the other 
branches of the business, it would be a most wholesome check upon 
panicky conditions. 

The trust company is peculiar, in that it does banking ‘‘a la de- 
partment store’’—anything you want in the banking line, and the 
difficulty would seem to be in drawing a sharp line of distinction. No 
doubt the safeguard would be eminently desirable, both for the bank 
and the general good, for anything that tends to allay excitement is 
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a help in times of stress, and savings banks have found in this their 
salvation. Had the trust companies of Greater New York been thus 
protected during the fall of 1907, it isa question if the panic would 
have been quiteso severe. Could the Knickerbocker, the Trust Com- 
pany of America and the Lincoln, simply have taken names and ad- 
dresses, instead of pouring out a constant stream of money, the crash 
might not have been so mighty, if at all. 

But would not this feature have a tendency to cause additional 
stress upon the checking department? Would the enforcement of 
such notice not tend to create suspicion among the checking depos- 
itors and indicate to them weakness and lack of cash? True, the 
checking accounts are generally with the more intelligent, but these 
are easily frightened also. A shut-down in one department might 
easily make a run on another, where no run existed. The savings 
depositors are ignorant or otherwise, depending upon the locality, 
and a wholesome safeguard against their sweeping down upon the 
bank at inopportune times is much to be desired. Just the propor- 
tion of savings deposits to the checking accounts in these institutions 
is not a matter of record. A commercial bank had an experience in 
this line that may indicate the impracticability of such a scheme. 
This bank operated a savings department, opening ‘‘ special interest 
accounts”’ and reserved the right to require thirty days’ notice of 
withdrawal. The panic struck and a run ensued, with consequent 
suspension for a time, an early resumption, only to suspend again. 
In the interim, the checking accounts were duly taken care of, but 
the savings depositors were required to give notice, and they found 
themselves far from ‘‘special.” They thought their accounts were 
preferred, but discovered otherwise, which was fruitful of general 
discontent and much dissatisfaction. 

Doubtless the same difficulty would confront the trust company if 
it attempted to segregate the depositors, asking notice of one class 
and not the others. The savings bank has and can have, under the 
mutual plan, butone class. It puts them all in one caste and treats 
them all alike. 

If each depositor, in every department, could be given a course 
in banking and thoroughly understand just where they stood in the 
matter and would agree, it might work to advantage; but if they 
were to get false notions, it would be fruitful of misunderstandings 
and trouble, just when misunderstandings and trouble are not to be 
desired. 
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By George E. Roberts, President Commercial National Bank, of 
Chicago, before the Montana Bankers’ Convention, at Helena, 
~ July 28, 1908. 
Pee 
3 HE action of Congress in creating a Commission to deal with the subject of 
_/&) currency reform has taken the subject out of the realm of academic discus- 
oS © sion, where it has been so long, and made it a living question. It is up for 
practical consideration now, something is going to be done about it, and if 
the bankers of the country have any definite views on the subject now is the time to 
make thent known. Indeed it is difficult to exaggerate the importance of having this 
subject properly considered by the bankers at this time. They are the natural lead- 
ers in the movement. If they can come to substantial agreement among themselves, 
they can have great influence in shaping the action of Congress; but, on the other 
hand, if they can reach no agreement among themselves, how can they expect the 
public or any commission to reach a practicai conclusion. And when the present 
inquiry is closed the whole subject will probably be closed, so far as Congress is con- 
cerned, for a generation to come. 

It has not been easy to convince the public, or even the bankers, that there was 
anything seriously wrong with our currency system. For the period of a generation 
we were in almost continuous struggle over the standard of value itself, andall minor 
financial questions were crowded into the background. A good many people have 
been inclined to think that the establishment of the gold standard made our mone- 
tary system about as good as it could be. “‘ What can be better than gold for money,” 
they say, “and if all our money is as good as gold what more do you want?” 

But while gold is the standard and the basis of our monetary and commercial 
system, asa matter of fact modern business is not done with gold or any kind of money. 

Aside from its use as bank reserves, money today is simply the small change of 
the business world. We use it for pay rolls, for the retail trade and for the primary 
purchases of farmers (less and less for that) but the great bulk of the business of a 
country like the United States is done by the use of credit. I am not talking now of 
time credits, but of the system of bank credits by which payments are effected. A 
bank pays in a given amount of capital, establishes a credit of its own and becomes a 
dealer in credits. Nine-tenths of our bank deposits are not deposits of money, but 
represent the transfer of credits. All commerce in the last analysis is simply barter ; 
every community really pays for what it buys from the rest of the world with the 
commodities of its own production, and because this is so—because trade in its very 
nature is reciprocal—it follows that the checks and drafts that spring from legitimate 
trade will, if you can bring them together, offset and settle themselves. That is the 
science of the exchanges. That is the marvelously effective and economical system 
that has been developed through the banks and clearing houses. That is the way 
our payments are ordinarily made, and the supply of money in the country is ad- 
justed to this use of private instruments of credit. All our money may be absolutely 
sound, and was absolutely sound last Fall, but when private credit receives a shock 
and shrivels up and disappears, there is nowhere near money enough to take its place, 
and nothing that can take its place but a higher form of credit. 

Now the defect in our currency system is that we have no way of readily creat- 
ing this higher form of credit, which to be available always must be a credit cur- 
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rency. We have no element in our monetary stock that is readily responsive to the 
needs of the business community. Look for a moment at the several elements in our 
monetary stock : 

We have $346,000,000 of United States notes, or greenbacks. They are in a 
sense a credit currency, for they are based onthe government's credit, but like all 
government currency the volume is without relation to business needs. It is fixed 
at $346,000,000, never more or less. Then we have $568,000,000 of silver dollars and 
silver certificates; these also have in them the element of government credit, but no 
element of elasticity. The amount is always the same. We have about $700,000,000 
of National Bank notes, also a kind of credit currency, but the volume of these is de- 
pendent upon the supply and price of government bonds rather than upon the coun- 
try’s need for currency. The available supply of bonds has no relation whatever to 
the demand for currency. With peace and prosperity and surplus revenues we might 
in a comparatively few years pay off the debt, and, on the other hand a great war 
might compel us to double it and result in such an inflation of currency as to take us 
off the gold basis. During the last six months in spite of the enormous addition to 
the monetary stock of the country made last Fall, and the reduced demand for money 
due to a falling off of business, the volume of bank notes has shown a monthly in- 
crease because government bonds were lower; on the other hand, when money is 
really tight no bank cares to take money from its reserves to buy bonds at a premium 
in order to get back their face value in notes which are not good in the legal reserves. 
Finally, as the fourth element in our monetary stock we have gold, and that is the 
most available and responsive element in it. The stock of gold in a country will in 
the long run adapt itself to the demands of the country, if they are insistent enough. 
We saw $100,000,000 in gold brought to this country last Fall and it gave great 
relief, but an immense amount of harm had been done before it could be had. The 
movement of gold is not readily responsive to demands because the gold must be 
negotiated for abroad, and conditions there have much to do with the terms upon 
which it can be obtained. We must pay for every dollar of it, and in time of stress 
must pay ata sacrifice. It cost this country millions of dollars in premiums and 
lower prices for our products to get that gold last Fall, and if you compare the 
method by which we secured $100,000,000 in two months, with the increase of 
$100,000,000 in the note circulation of the Imperial Bank of Germany in one week 
of that time, you will have some idea of the advantage of their system over ours. 

We have, I say, a practical fixed amount of money all the year round, except as 
we import or export gold. But there is a great difference in the volume of business 
to be handled in the different seasons of each year. In every line of business and in 
every part of the country there is more business to be handled in the Fall of the year. 
The demand for money is something like the demand for railway cars. In order to 
have cars enough for the busy seasons, the railway companies must have a great 
many idle cars in other seasons, and so under our inflexible system if we were to have 
money enough in the Fall to avoid a stringency, we would need to have a lot of 
money idle for about eight months in the year, and nobody will keep money idle for 
eight months of the year in order to loan it the other four. 

The supply of money in the country adapts itself tothe ordinary or average con- 
ditions, the amount that can be profitably used throughout the year, and the result 
of all this is that we always have a strained situation in the Fall of the year. The 
country banks draw down their balances in the centers and drop out of the market 
for commercial paper; the banks everywhere withdraw all accommodations except 
to their own customers. The common practice of bankers is to arrange their loans 
so as to return their money to them in the Fall, and when this practice is general, it 
is easy to see what conditions in the Fall must be. 





THE LESSON OF THE PANIC. 783 


At that time the bank reserves are down to the lowest point of the year. The 
banks are up to the limit of the accommodations they can grant. In the language of 
the street, they are “allin."” Thereis no reserve power anywhere, and last year just 
at the moment when the strain was greatest, something happened that raised it to the 
breaking point. But what happened last year might as well have happened the year 
before or the year before that, and might happen at any time when the money of the 
country was fully employed and anything happened to create a sudden and unusual 
demand for money. According to the last report of the Comptroller of the Currency, 
there are about $14,000,000,000 of deposits in the banks of the United States and 
only about $3,000,000,000 of money, all told, in the entire country; and we go along 
in this happy-go-lucky way, with this great volume of demand liabilities resting upon 
a slender basis of cash, and no means of readily increasing the supply of lawful cur- 
rency to meet an unusual demand. And the very fact that we have no provision for 
increasing the supply of currency in itself makes the situation abnormally sensitive. 
The moment money begins to be tight the newspapers begin to feature it, gossip 
turns to it,and people begin to discuss the probability or possibility of a panic and to 
make preparation for it, and the discussions and the preparations are almost enough 
in themselves to bring on a panic. 

In other countries an element of elasticity is provided in the form of bank notes 
and usually in the notes of a Central Banking Institution. Instead of sending to dis- 
tant parts of the earth for gold, to meet every temporary fluctuation in the demand 
for a medium of exchange, they create a credit currency, based directly upon the 
highest form of commercial paper, and by its relation to commercial paper directly 
responsive to commercial needs. 

The National Banking system fails in this respect and fails because it requires 
the banks to go outside of their ordinary assets to supply security for their notes. 
This defect is inherent in every bond-secured system, and the first proposition upon 
which bankers should agree is this, that currency reform shall provide a means by 
which a well-managed commercial bank, which is performing the legitimate and use- 
ful functions of a commercial bank, may on the basis of its natural assets obtain a 
supply of lawful money to meet demands upon it. 

The problem of providing an elastic credit currency is in obtaining absolute se- 
curity and keeping control of the elasticity. There must, of course, be some limit to 
elasticity, and if your currency system has a given amount of stretch to it, and that 
amountis exhausted under the stimulus of prosperity, you are up against the same 
old problem. 

There are two general plans for an elastic currency. Onecontemplates issues 
by allthe banks of the national system against their ordinary assets in their own pos- 
session, and looks for control to a system of clearing houses, located at convenient 
points over the country, through which the notes shall be cleared constantly and re- 
turned to the bank of issue. It puts the bank note in the class with the check and 
draft, where it undoubtedly belongs, and assumes that so long as the banks are is- 
suing their notes only to handle the current exchanges of the country these notes 
will, when brought into the clearing houses, practically offset and redeem themselves, 
but whenever any of the banks undertake to expand their issues unduly, they will 
immediately create balances against themselves in the clearings, which will have to 
be settled in gold. 

I have not the time today to discuss the plan in detail. It is not my plan, but it 
has a scientific basis, although I think there are practical difficulties surrounding it. 
It is ably advocated by Mr. Fowler, chairman of the committee of banking and cur- 
rency of the House of Representatives, and other capable students of the subject. It 
has been indorsed by the American Bankers’ Association. But while the fact is not 
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conclusive, it is of great significance that practically all the other important countries 
of the world have given a deliberate decision against this plan, and in favor of an- 
other, and that other is the central bank of issue. 

Instead of scattering the note-issuing function among a multitude of small banks, 
it is centralized in one great, strong, semi-official institution immediately under the 
eye of the government and under the scrutiny of the whole financial world. 

Whenever a central bank has been proposed for this country, objections have 
been raised: 

Ist: That we have had experience with such an institution, that it got into poli- 
tics and probably would again ; 

2d: That it would be in the nature of a monopoly, and might fall intothe hands 
of a few and be managed for their interest instead of for the general good; and 

Finally: That we have developed a system of local banks in this country, and 
that it would be injurious to them and unfair to them to establish an overshadowing 
competing institution. 

All of these objections I believe could be met in the organization. The old 
bank of the United States was a close corporation, with much of the stock owned in 
Europe. It did a general banking business in all the principal cities of the country, 
competing with the local banks for deposits and in all lines, and it naturally excited 
jealousy and antagonism. 

The story of the struggle over this institution is one of the most interesting 
chapters of our history. It ought not to be forgotten that the bank won the support 
of the most practical minds of both political parties. The two great financiers of 
the first quarter of a Century of the Republic were Alexander Hamilton, Federalist, 
and Albert Gallatin, of the old Republican party. They were antagonists upon every- 
thing else, but both supported the Bank. 

The first Bank of the United States was the child of Hamilton. It was of the 
means by which he brought order out of chaos in our financial affairs and established 
the young republicin the respect and confidence of the world. Its charter expired 
in 1811 after the Republican party had come into power with Madison as President, 
and Gallatin, Secretary of the Treasury. Madison had opposed the original charter, 
but Gallatin brought him to his way of thinking and the administration recommended 
that a second charter be granted. But the Republican party as a party hated every- 
thing with which the name of Hamilton was connected: Congress denied the charter, 
and the Bank went out of business. 

The result was a rapid development of State Banks of Issue, and Gallatin’s views 
were so completely justified that in Madison’s second administration the Republican 
party reversed itself and chartered the Second Bank of the United States. 

I cannot take time to review the war of Andrew Jackson upon this Bank, but it 
signifies something as to the position and popularity of the institution that when 
Jackson began his attack four of the six members of his cabinet were opposed to his 
policy and he had to dismisstwo Secretaries of the Treasury before he could get 
one who would carry out his will. 

After the Second Bank of the United States had been forced out of business, 
the national campaign of 1840 was fought mainly upon the bank issues, and William 
Henry Harrison was elected to the Presidency upon that issue, but died before an 
Act of Congress could be passed, and his successor, John Tyler, broke with his party 
and vetoed the bill. That ended thestruggle over the old Central Bank, and since 
then it hasbeen considered useless to advocate a Central Bank inthis country. And 
it would be useless to advocate one of that type. But I think you will find that where 
opposition to a Central Bank exists it is directed against one of that type. It is not 
proposed by any one, so far asI know, toestablish a Central Bank upon that plan. The 
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essential feature of the Central Bank plan which we want to somehow embody in 
our system to-day is that of a Central organization of some kind, call ita Central Bank 
or a Central Clearing House, or what you like, which will have great reserve strength, 
and which will stand behind the whole banking and business situation with the 
power of note issue—the ability to actually increase the supply of lawful currency 
when needed—and to take over the ordinary commercial assets of a bank and ad- 
vance currency upon them. 

The weakness of our banking situation in every time of strain is in the isolation 
of the individual units. The natural impulse of the scattered banks to take care of 
themselves always aggravates the dangers of the situation. Each bank is frightened 
by its own isolation, by its consciousness of danger. There is no help upon which it 
can rely; it is thrown back wholly upon its own resources, and the instinct of self 
preservation prompts it to do two things, hold on to its cash and collect in itsloans— 
both of which efforts add to the general distress. 

This situation is remedied to some extent in the cities by the action of the banks 
in coming together in their Clearing House Associations, adopting a common policy, 
and even issuing an unauthorized currency based upon their joint resources. The 
commerce of the country was practically paralyzed last Fall, the movement of our 
staple products to market was suspended, until by an almost spontaneous movement 
in athousand cities the banks had organized in this manner and issued an impromptu 
currency based upon substantially the same principle as the regular currencies of 
Europe. 

In my opinion this form of co-operation, voluntarily developed by the banks 
themselves, and to which they resort for relief in every period of danger, suggests the 
natural evolution by which our banking and currency system may be perfected. Let 
us have an organization of all the banks which will do for each under authority of 
law what the Clearing House of each important city did for its members last Fall. 
We have the outline of such a system in the new currency act which provides for 
the association of banks for the purpose of issuing currency on the same general plan 
adopted by the Clearing House Associations. I have no inclination to find fault with 
that act as a temporary measure, which is all it assumes to be. But when we come 
to put the law into effect, the practical defects in the proposed organization are ap- 
parent. The common head of these Associations is to be the Secretary of the Treas- 
ury, who is to supervise and direct them, say when currency may be issued and ap- 
portion the limited supply. This certainly is not an ideal plan for supervision. 
It is open to the most serious objections brought against the Central Bank plan, 
and to others. It is a highly centralized control, not out of politics, and there 
is no probability that all Secretaries of the Treasury, who scarcely average four 
years in office, will have the experience or other qualifications in finance which 
the permanent staff of a Central Bank would have. Again, each member of these 
Associations has one vote, no matter what the size of the bank may be, and all 
the banks have an indefinite liability for each other. Now, while bankers were will- 
ing to assume such relationships and liabilities temporarily last fall, there are obvious 
objections to them, and they ought to be eliminated from a permanent plan. The 
high tax is an arbitrary and inflexible device for regulating issues, necessary in the 
temporary plan because it is impracticable to have the Secretary of the Treasury regu- 
late the rate, but it will hamper the responsiveness of the system, and impose bur- 
dens upon the industries of this country which the industries of other countries are 
not required to bear. The whole plan is designed for temporary and emergency 
needs only, and yet the principle of currency issues is the principle of the Central 
Bank. Why not go on and perfect that system? Instead of the shadowy organiza- 
tion called a Currency Association, why not make the note-issuing organization a 
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distinct entity? Instead of requiring the banks to assume indefinite liabilities for 
each other, why not give this organization which is to lend money a paid-up capital 
of its own to cover any losses it may incur? Why not give it an independent footing 
and responsibility, and let it do business by common business methods? And finally, 
we should adhere to fundamental principles and require any organization which issues 
paper money to carry a proportionate gold reserve. Each of these changes will 
simplify and strengthen the system, and when they are made you have a Central Bank 
of Issue, a solid, tangible organization. 

Suppose we form such an institution by placing the stock among the existing 
banks on the basis of their capital. If we made the capital $100,000,000, and appor- 
tioned it to the National Banks alone, they would have to pay in about ten per cent. 
of their capital, but if the State Banks came in, the percentage would be correspond- 
ingly reduced. Provide that no bank should vote more than its quota, which would 
remove any inducement to accumulate the stock. 

Elect a Board of Directors by territorial districts so that every section of the 
country would be represented by a Director of its own choosing; it is a practical cer- 
tainty that at least the two leading political parties would also find representation on 
the Board. By reason of its intimate relations to the Treasury, and its great public 
importance, I think the Government should be represented upon the Board by the 
principal officers of the Treasury Department. I think they should have a voice in 
shaping the general policies of the Bank, but I do not think they should have anything 
to do with loaning money. The details of the management should be in the hands 
of officers elected by the Directors. I think that the profits of the Bank should be 
divided between the shareholders and the Treasury, ona plan similar to that of the 
Imperial Bank of Germany. The Bank should certainly pay a fair return on its cap- 
ital but its primary purpose would not be to make money but to safeguard the gen- 
eral banking and business situation. 

There is a rough plan for an organization with a variety of interests that will 
naturally keep check on each other. You don’t want to give the money lending 
power to a department of the government; nor do you want to put the moncy-issu- 
ing power wholly in the hands of a private corporation. But here isa plan for private 
ownership, widely distributed among bankers, who would be interested in all sections 
of the country, with first-class banking ability in the management and supervision by 
public officials of the highest responsibility. The position of director would be one 
of dignity and honor, and, selected by the bankers of the country, there is every rea- 
son to believe that the board would be made up of capable and honorable men. 

The prominence and importance of the institution would assure the constant 
scrutiny and criticism of the financial world. The frequent statements of its condi- 
tion, every change in the discount rate or policies would be the subject of discriminat- 
ing comment in every country of the world, as are the policies of the Bank of Eng- 
land. Allthese conditions as to organization and publicity would compel conservative 
management, and keep it within the lines followed by similar institutions elsewhere. 

This institution in my judgment should do business only with its constituent 
members and the government. It should certainly not receive deposits or make loans 
except to or through its constituent banks. It should devote its resources to support- 
ing and supplementing the services of the local banks in their communities. The 
banking business with the public would be done as it is now, the local banks would 
be owned and managed as they are now, but back of each local bank would be the 
resources of this Central institution. In this country now it is almost discreditable, a 
sign of weakness for one bank to borrow money of another, and when it is done it is 
usually by some subterfuge, but abroad it is the common legitimate practice for the 
local banks to re-discount or borrow at the Central Bank. That is what the Central 
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Bank is there for. It is a central reservoir upon which all parts of the country may 
draw in time of need. 

In this country when a bank makes a loan it expects to carry that paper until it 
is due and so much ofits resources are definitely tied up. We have practically all 
our liabilities payable on demand, and have three-quarters of our assets loaned out 
on time, and when an unusual demand for money comes, as it did last Fall, there is 
nothing we can do but wait for our loans to fall due, and then if there is any general 
movement on the part of the banks to press collections, they create conditions which 
render collections impossible. Abroad the local banks do not expect to carry their 
loans to maturity, unless it is convenient for them to do so. If they want to reduce 
their loans, or increase their loans to their patrons, or want to increase their cash they 
pass some of their paper up to the Central Bank and realize on it, and the ability to 
do this gives a fluidity to their assets which ours do not possess. Just now all our 
thoughts in this country are fixed on relief for emergencies, but if we had a Central 
Bank its services would be available, not only in emergencies but whenever and 
wherever for any reason the demands of a locality for the time being over-taxed the 
resources of the local institutions. It would take the sharp edges off the money 
market, it would tend to equalize interest rates, and accommodations over the differ- 
ent seasons of the year and to some extent over the different sections of the country. 

But someone may ask how this institution, without deposits, can have the re- 
sources to meet the possible demands of a country like the United States. The 
answer is by its power of note issue. The authority to issue notes gives the ability 
to make loans just as fully as the possession of deposits. Suppose we establish this 
Central Institution, with a capital of $100,000,000 paid up in gold. Then in order to in- 
crease its gold reserve, suppose we issue its notes in exchange for all the gold that is 
offered, dollar for dollar. A Central Bank of Issue becomes the natural custodian 
of a country’s gold stock. Everywhere, and particularly in this country, paper 
money is preferred to gold for actual use, and an institution which has the sole 
power of issuing paper money will acquire the gold. Practically the entire gold 
output of this continent, about $102,099,000 per year is now going into the Treasury 
in exchange for gold certificates, which are simply warehouse receipts. The Treas- 
ury should cease the issuance of these certificates, and turn this stream into the 
Central Bank where it could be used more effectually. The Treasury holds to-day 
$800,000,000 in gold as a reserve against $800,000,000, of outstanding certificates. It 
is the greatest and most ineffective gold reserve in the world. The Bank of England 
runs ordinarily on a reserve of 40 to 50 @ of its liabilities. The Bank of Germany is 
required by law to keep a reserve equal to 33 1-3 % of its liabilities. From 33 1-3 to 
50 % is considered an ample reserve for the State Banks of Europe. If that $800,- 
000,000, of gold coin which is now in the vaults of the Treasury as a reserve against 
an equal amount of notes was in the vaults of a Central Bank of Issue it could be 
made the basis of an additional issue of notes, whenever conditions warranted it, of, 
say $400,090,000, and still have a reserve of 75 %, or of $800,000,000, and still have a 
reserve of 50%. In addition to this the Central Bank should take over all of the 
funds of the Treasury, now aggregating over $200,000,000, and likely in the future 
to seidom fall below $109,000,000. Here now is the new elastic element in the cur- 
rency; the capital invested, upon which moderate returns should be paid, is only 
$100,000,000, but the available fund of credit is from $500,000,000 to $1,000,000,000, 
and will go on increasing as the stock of gold in the country increases. These en- 
ormous resources should be kept mainly in reserve, a Gibraltar of strength behind 
the banking and business interests of the country. Managed by experienced bankers 
this fund could be so used, by means of first class collateral loans to the individual 
banks of the country, as to relieve the money market when it was under strain, to re- 
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lieve the local banks of any part of the country that were under pressure, and be paid 
off when money became easy, thus restoring the power to do the same thing again. 

The note circulation of the Bank of France was $65,000,000 lower at the middle 
of June than at the high point of last Fall, and its gold reserve was $100,000,000 
higher, a net gain in condition of $165,000,000. 

The note circulation of the Bank of Germany at the middle of June was $110,- 
000,000, lower than at the high point of last Fall, and its gold reserve was $90,000,000, 
a net gain of $200,000,000. That shows how those institutions respond to the needs 
of these countries, and recover the ability to do it again. 

But some one may ask what is to prevent the lending power of this bank from 
being exhausted in good times, by the demands of a country like the United States, 
where the call for money is almost unlimited? The answer is, first, that this bank, 
without depositors, would be under none of the obligations to depositors which em- 
barrass the rest of us in the management of our loans, second, the bank is not to be 
run with a view to the largest profits; and finally, the demand for loans can be con- 
trolled by the interest rate. The Central Banks elsewhere meet the tendency to draw 
on them too freely, not by refusal to lend at all, but by raising the interest rate. It 
is a principle of banking with them, that there shall always be money to loan to bor- 
rowers of unquestioned credit at some price. At some price! The rate may be high 
to check expansion and to force liquidation, but there may be an enormous difference 
to a borrower, and to the community between ability to borrow at a high rate, and in- 
ability to borrow at all. In the one case there is time for borrowers to adjust and 
arrange their affairs; in the other you have come to the end of all resources, and 
have ruin and panic. With us the competition between the individual banks is 
such that bankers are afraid to refuse accommodations to good customers, or even 
to raise the rate on them, from fear that they will take their business elsewhere, and 
so we go along loaning money at a nearly uniform rate of interest, as long as we may 
make loans at all, and then shut down entirely. That is not the best policy for the 
community. The natural and most desirable check to a period of expansion and 
speculation is a gradually rising interest rate. It is at once a burden and a warning 
to the borrower. Some men will pay 5 % for money to embark in a new enterprise 
or to extend their business operations, but at 6 % will postpone their plans; others 
may pay 6 @, but drop out when the rate becomes seven, and so all along the line 
thereis a tendency to curtail and to liquidate as the rate advances, and the situation 
is corrected without a shock or panic. There should always be money to loan to 
good borrowers, at some price, but in order that this may be so there should be a 
repressing influence somewhere before it is too late. That repressive influence is 
supplied by the Central Bank. 

Central Bank economizes the money stock of a country. Among the measures 
for monetary reform pending at Washington last winter were a dozen or more to 
compel the banks, and particularly the country banks, to carry larger cash reserves. 
To increase the fixed reserves of all the individual banks means to lock up just so 
much of the country’s working capital, continuously and permanently, as a precaution 
against a demand which may come once in ten or twenty years. And if that was the 
only way or best way to provide for the emergency, it might be worth while to doit. 

* But no reserve that the individual banks can possibly afford to carry would be 
as effective in meeting a panic, as the ability of the Central Bank to actually liquidate, 
if necessary, the banks in any locality where a panic was beginning. A panic is 
something like a fire in that it never starts everywhere at once; it begins somewhere 
and spreads. We don’t undertake to protect a city against fire by putting enough 
fire engines on each block to overcome any fire that may develop in that block. We 
establish a Central Station with whatever branches are necessary, and plan to con- 
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centrate these resources on a fire in its incipiency. And so the most effective pro- 
tection for the banking situation is to be found, not in fixed reserves, in each indi- 
vidual bank, but in a Central reserve that can be brought to bear at the point of 
danger. Practically every bank that closed in New York last fall has either re-opened 
or will pay out without loss to its depositors, and if those banks could have been 
taken care of last fall, there would have been no panic over the country. 

And remember that the Centra! Bank reserve is a burden to no one. It simply 
provides a reserve fund of credit. It gives relief by substituting an unquestioned 
credit for a local credit that for the moment is doubted. 

What reserves do you suppose the country banks of England—or the city banks 
either, for that matter—are required to carry against their deposits? No specific 
reserves are required, and in fact they keep their reserves in the Bank of England and 
depend upon it for money as they require it. And how much gold do you suppose 
there was in the Bank of England in November last as the basis of the whole com- 
mercial and financial system of England? About $165,000,000. And how much 
gold was there in the treasury of the United States last November as the basis of 
simply our gold certificates and greenbacks? Over $900,000,000; and in this coun- 
try from the Atlantic to the Pacific cash payments were suspended and London was 
shipping gold to New York! 

That is the difference between a concentrated and effective gold reserve and a 
scattered and ineffective one. 

Isn't it perfectly apparent that it will require more cash to fortify each one of 
20,000 banks against any possible emergency, than it will require to establish one 
strong Central Reserve Institution, which by the use of its credit can support any 
situation that may arise ? 

A Central Bank can protect a country to a considerable degree from foreign in- 
fluences. Gold is a medium of international payments and the basis of all mone- 
tary systems. Any financial or political disturbance which prompts the banks of 
any foreign country to strengthen their position, is likely to create a demand upon 
us for gold. The United States has the most accessibie gold store in the world. Any 
foreign country can draw on it by dumping our securities, which are held everywhere, 
on the New York stock market. Under our present system, if gold is taken at a 
time when our banks are loaned up close, it forces a reduction of loans at about four 
dollars for every dollar of gold taken. It is this which pulls the foundation from 
under our whole fabric of credits. A Central Bank runs with reserve powers ample 
to meet all such demands without reducing the volume of money in use, as the 
foreign banks did last fall. 

It is sometimes said that a Central Bank could not have the knowledge of credits 
necessary to the making of loans in all parts of a country with such varied industries 
as the United States. That argument would apply to a bank doing business with 
the public more correctly than to a bank doing business with bankers only. I think 
the management of the Central Bank should have authority to establish branches, 
and that the branches should be numerous enough to make one convenient of access 
tothe local banks of every section of the country. These branches should have 
local officers and directors familiar with the class of people common in that locality. 
The Bank of France is required by law to havea branch office in every province of 
France. The great banks of Canada have branches not only in every province of 
Canada but in the principal cities of the United States and they take part in the 
movement of the staple crops to market everywhere. 

I think that the Central Bank should have a corps of examiners and keep itself 
informed as to the condition of the banks applying to it for loans, and eventually 
exercise a supervisory authority over all the banks in the system. If we are ever to 
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come to the policy of joint liability on the part of all the banks for each other, the 
system of guaranteed deposits, there should be some means by which the banks as a 
whole would have supervision and authority over the individual institutions. There 
cannot properly be responsibility unless it is accompanied by authority. And in my 
judgment when this supervision is provided, with ample support for every good 
bank that needs help, the demand for the guaranty or insurance of deposits will be- 
come a negligible quantity. 

Will you permit me to diverge a moment from my own arguments for a Central 
Bank to refer to this rival remedy for panics, the Guaranty or Joint Insurance of De- 
posits. Weare all agreed that such a situation as developed last Fall is intolerable, 
and that protection must be provided against it. The one question is as to the best 
method. 

The first objection to the guaranty of deposits is that it ignores the fundamental 
defect of our currency system, its rigidity. There is an actual need for more money 
to handle the business of this country in the Fall of the year than in the other 
seasons, and the guaranty plan does not meet that demand. The advocates of the 
guaranty plan recognize no evil in the present situation but the evil of panic, when 
the fact is that panic is simply the last stage of the disorder. A panic marks the stage 
where the system finally collapses, but there is a costly strain which precedes the 
collapse and which does not always come to collapse. A panic comes only once in 
ten or fifteen years, or twenty years, but the strain and cost of our inflexible currency 
system, the curtailment of credits, the enhanced interest charges, the inadequate 
facilities for handling the business of the country, the burden upon the producers of 
the country, these come every year, and the guaranty of deposits offers no remedy. 
Instead of seeking to strengthen the banking systems and provide the means by 
which the banks may meet all calls upon them, whether those of panic or of legiti- 
mate business, this policy proposes that we continue to endure the annual evils of the 
most inadequate currency system in the world, and confine ourselves to an attempt 
to persuade depositors not to call for their money. Give the bankers of the United 
States an institution behind them like the Bank of France or the Bank of Germany, 
and they will meet all demands upon them whether prompted by panic or otherwise. 

The second objection to the guaranty of deposits is that it eliminates character 
as a necessary factor in the banking business. Under present conditions the invest- 
ments, the personal habits, general character and abilities of the banker are a matter 
of public interest and constantly under the scrutiny of the community. After all 
allowance is made for occasional instances in which the public has been deceived, 
who can doubt that this alert and interested public opinion has a great influence in 
maintaining proper standards of banking practice? We cannot afford to do without 
that influence. 

The conservative banker has some reward today in the preference which a dis- 
criminating public gives him. It is some protection against demoralizing competi- 
tion. He can follow his own policy and be assured that at least a share of the public 
will appreciate his methods and support him. There are people who are not influ- 
enced in the selection of their bank by the highest rate of interest offered on deposits. 
A banker now prizes the reputation of doing a safe business and cannot afford to 
have a reputation for imprudence or speculative tendencies. And yet, although held 
in check by these powerful considerations, the pressure of competition carries the 
business too near the danger line now. There is too much competition for deposits 
now, and the ambitions of the more venturesome, and the pace they set, puts the 
whole system under strain. 

But what are likely to be the conditions in the business when the public is no 
longer concerned about the management of a bank, and all the rewards for conserv- 
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atism and restraints upon recklessness are removed? Practically all the considera- 
tions which in the past have tended to safeguard the business and advance its 
standards would be gone. The public would care nothing for the personality of the 
banker. The questions relating to his fitness for the custody of money would be- 
come obsolete. The reckless and incompetent people who are now either excluded 
from the banking business, or held in check by the distrust which the public feels 
toward them, would make the pace to which everybody else would have to conform 
or get out of the business. 

The hardest competitor in any line of business is the inexperienced or incom- 
petent man, who doesn’t know whether he is making or losing money, and whose 
only idea of building up his business is to offer a little greater inducements than his 
rival will give. In the banking business, with deposits made a joint liability, it is 
difficult to see why they should not all go to the people who will bid highest for 
them; a condition that would be unjust and intolerable to the class of men best 
qualified to handle the banking business of the country. 

The argument for the guaranty of deposits is based on the ground of public 
policy. It is admitted that it may be injurious to the banker of experience and 
established character, but urged that their interests should be subordinated to the 
general good. But on broad grounds of public policy, is it desirable to eliminate 
experience and established character as factors in the banking business? It cannot 
be advantageous to the community in the long run to have its accumulated savings 
and working capital pass into the hands of the venturesome class who will bid 
most for them. Such a system will break down eventually through its inherent 
weakness, asa similar one did break down in the State of New York years ago. 
The fact that the first bank failure in Oklahoma since the law went into effect was 
followed by immediate reimbursement of the depositors, at the expense of the other 
bankers of the state, proves nothing as to the practicability of the system in the 
long run. What will the influence of the system be upon the banking business and 
its standards? Will it tend to secure more careful and capable investment of the 
vast sums which the people of this country keep in banks, or will it tend to weaken 
the personal responsibility for these funds, and divert them into incapable and 
wasteful hands? Instead of looking for security to the individual banker who 
received the deposit and invests it, the depositor will pay no attention to him, but 
rely upon an outside “fund.” It is a superficial policy which neglects real safe- 
guards and relies upon a false principle which is itself an element of peril. 

Another service which a Central Bank can render is that of a responsible fiscal 
agent for the Government. Every other country in the world keeps a bank account 
like an individual or corporation. Its revenues are paid into the Bank, and its ex- 
penditures are checked out, and the surplus, if there is any, is in the bank subject to 
commercial use like other deposits. The consequence is that in no other country of 
the world but the United States is there ever heard an appeal to the Government to 
come to the relief of the money market. You have all heard it, perhaps expressed 
your impatience with it, but there is a reason for it and justification for heeding it. 

After President Jackson’s quarrel with the old Bank of the United States the so- 
called independent Treasury was organized. There was nothing original about it. 
It was planned to ignore banks entirely, to collect the revenues in cash and keep 
them in a vault until they were paid out in the course of the regular disbursements. 

Of course that primitive system has been modified. The receipts and disburse- 
ments of the Treasury have long since become so heavy that they are themselves a 
disturbing factor in the money market. The receipts of the Treasury for the fiscal 
year ended June 3oth, 1907, exceeded the disbursements by $87,000,000 and if the 
Secretary of the Treasury had done nothing but sit still, and allow that sum to be 
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drained from the channels of trade into the Treesury, that alone would have been 
enough to bring on a panic. So Congress has given the Secretary of the Treasury 
authority in his discretion to make deposits in National banks, and it is necessary 
for him to doit in order to counteract the baneful influence of the Treasury itself. 
But while he has authority to make these deposits the exercise of this authority 
imposes the most disagreeable duty he has to perform. It is not too much to say 
that the task of determining when these deposits shall be made, in what part of the 
country they shall be made, and in what banks they shall be made involves the 
Secretary of the Treasury in more criticism than all his other duties put together. 
Congress in its last session called him to account for depositing so much money in 
New York last fall. I think he was justified in making the deposits in New York. 
He did what every commander does in the crisis of a battle—he massed his troops 
where they were most needed, but nothing he could possibly have done at such a 
time would have pleased everybody. 

The system is becoming more intolerable every year as the Treasury balances 
grow larger, and as it becomes more generally known that Treasury deposits may 
be had. There are nearly 7,000 national banks, and there is scarcely one that can- 
not make as fair a claim to a deposit as some that have one, and of course the 
situation is as perplexing when deposits must be withdrawn as when they must be 
made. 

The Central Bank plan is the only plan of currency reform that also takes the 
Treasury out of the money market. All of the rest leave the present system of 
handling the public monies unchanged; and how are you going to change it, or 
relieve the Secretary of the Treasury of this task of distributing deposits unless you 
create some strong, responsible agency, free from antagonism and jealousy, which 
will take over the Treasury monies and handle them with a proper regard for the 
public interests ? 

Talk about the risk that politics may get into the management of a Central 
Bank? Whatdo you think of the possibility that politics may get into the distribu- 
tion of $250,000,000 of bank deposits controlled by one man? 

To sum up, the Central Bank offers a more comprehensive treatment of the 
whole subject than any other plan. 

It meets the objections to credit issues by thousands of individual banks; it 
gives abundant elasticity under responsible control; it provides a system under which 
the enormous collections of the Treasury may be handled by experienced bankers 
without disturbance to the money market; it would give a unity and cohesion and 
organization to our banking system which it now lacks and which can be supplied 
in no other way. 

It isin harmony with the general trend—the higher and more effective develop- 
ment of industry, and the whole social order. The banking business is not going to 
stand still while this development goes on everywhereelse. Men will hunt for the short- 
est line beween two points, and for the greatest efficiency and economy and stability 
in the banking business as they do elsewhere. Look about you and see the tend- 
ency to consolidation and common ownership—the development of systems of re- 
lated banks. Unification and organization will go on in the banking business, 
the question is, shall we recognize the tendency; shall we shape its development ; 
shall we provide the means to make it most serviceable to the country; shall we 
keep our hands on it and regulate it, or shall we leave it to develop without direc- 
tion or control ? 

Nine men out of ten who have been students of the subject will say that the 
Central Bank plan is ideal, but some are afraid it is out of reach or that the relations 
of the Government might prove to be politically impracticable. 
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The fact is that the objections to the plan are not so serious as the objections to 
any other plan, or so serious as the objections to other functions which the Govern- 
ment has been compelled to undertake. The management of a Central Bank along 
conservative lines, free from competitive strife, does not begin to be as complex or 
difficult a task as the Inter-State Commerce Commission has in the supervision of 
all the railways. 

We are not pioneers in the movement. Weare lagging behind all the rest of the 
world. It ought to count for something that all the other important countries of the 
world have one by one come to a Central Bank ; that none have ever changed from 
it, and nowhere is there any disposition to change. There isn’t a country in Europe 
but what has delegated the issuance of its paper money to a Central Bank and made 
it the depositary of the public funds. These services which I have described, that a 
Central Bank can perform, are not theoretical or imaginary services. They are being 
constantly performed elsewhere. The last country in Europe to adopt the Central 
Bank plan was Switzerland. It had 27 well managed banks of issue, and in so small 
a country it would seem that the system of individual bank issues might have been 
entirely satisfactory, but in 1905 an Act was passed authorizing the issue of paper 
money in one institution on the general plan adopted elsewhere. The Japanese are 
among the most alert and progressive people in the world. They have made a study 
of administrative metho 1s th: world over. In war, in medical science, and in finance 
they have shown their capacity and discrimination. Thirty-five years ago they mod- 
elled their banking system after ours—a system of independent institutions with note 
issues based on Government bonds. They have discarded it and established a Cen- 
tral Bank modelled after the Imperial Bank of Germany. It is strange that a people 
as original and enterprising and capable as the people of the United States, who lead 
all the world in organizing and handling great enterprises, and in the totals of their 
financial transactions, should be behind others in their banking methods and cur- 
rency system. But, as already indicated, there is an explanation for it. The old con- 
flict between Jackson and the Bank of the United States turned our banking develop- 
ment in another direction. And there is force in the argument that a Central Bank 
organized as that was, without relation to the other banks of the country, but over- 
shadowing them, competing with them all over the country, and enjoying special 
privileges from the Government, would always find more or less trouble in its path. 
But a Central Bank as is now proposed would be no more antagonistic to the local 
banks of the country than the Federal Government at Washington is antagonistic to 
the State and other local governments. It is needed to complete the system. 


Sas 
THE TRUST COMPANY OF AMERICA, NEW YORK. 


The final installment, amounting to $2,400,000, of the $25,000,000 loan, made 
to the Trust Company of America during the panic of October 1907 was paid August 
31st. This is an achievement unprecedented in the annals of finance in America. 
It will be remembered that this company successfully withstood the severest and 
longest run ever witnessed in this country. A loan of $25,000,000 was effected from 
the associated trust companies of New York, which was sufficient to carry the com- 
pany through the storm. At that time the stock of the company was placed in the 
hands of the trust company committee, as voting trustees, but the Trust Company of 
America held the management of its own affairs ever since the arrangement was 
made with the committee to advance the loan. The officers of the company who so 
successfully directed its affairs deserve much praise. The fact that the company was 
able to liquidate a loan of $25,000,000 within such a brief period is evidence of the 
company’s sound condition. In banking circles generally it is considered a master 
stroke of finance. 





THE BANKING LAW JOURNAL. 





ORGANIZATION OF NATIONAL BANKS. 


During the month of August, 1908, 20 national-banking associations, with total 
capital of $1,445,000, were authorized to begin business. Of the number chartered, 
10, with capital of $260,000, were banks with individual capital of less than $50,000, 
and Io with capital of $1,185,000, banks with individual capital of $50,000 or over. 

The number of banks chartered since March 14, 1900, is 3,967, with authorized 
capital of $235,508,300, of which 2,567, with capital of $66,870,500, were incorporated 
under the act of that date, and 1,400, with capital of $168,637,8co, under the act of 
1864. From the date mentioned to August 31, 508 State Banks, with capital of 
$34,455,800, were converted into national banks, 1,268 State and private banks reor- 
ganized as national banks, with capital of $82,242,000, and 2,191 banks, with capital 
of $118,810,500, organized independently of other banks. As will be seen, the capital 
of the latter class slightly exceeds the combined capital of the conversions and reor- 
ganizations. 

The number of national banks organized under the various acts is 9,231, as 
follows: 456, February 25, 1863; 6,198, June 3, 1864; 10, July 12, 1870 (gold banks)’ 
and 2,567, March 14, 1900. 

There were in existence at the close of business August 31, 6,870 national banks, 
with authorized capital $934,735,275; and circulation outstanding secured by bonds 
$625,986,993. The total amount of national-bank circulation outstanding is $685,- 
326,108, of which $59,339,115 is covered by lawful money of a like amount deposited 
with the Treasurer of the United States on account of liquidating and insolvent 
national banks and associations which have reduced their circulation. 


Ss 


THE NORTHWESTERN NATIONAL BANK OF MINNEAPOLIS. 


A special statement has just been issued by this bank at the close of business 
August 26, 1908, showing total deposits of $20,722,037.45, an increase of $1,455,000 
since the absorption of the National Bank of Commerce on June roth, and an in- 
crease of $1,233,000 over the combined deposits of the two banks on August 26, 1907. 
By this statement it will be seen that the Northwestern now has the largest deposits 
of any bank in the Northwest outside of Chicago. The card of the bank appears 
elsewhere in our advertising pages. 


SS 


NATIONAL BANK OF THE REPUBLIC, CHICAGO.—In the item on page 702 of 
the August number, with reference to the remodeling of the banking rooms of the 
National Bank of the Republic of Chicago, the words “ New York City” instead of 
“Chicago” were inserted through error. The item should have read: 


“Officers of the National Bank of the Republic, Chicago, have engaged archi- 
tects to prepare plans for the remodeling of their ecg y rooms, which will in- 
clude all of the second or banking floor of the New York Life Building. The addi- 


tional space the bank will take is now occupied by the insurance offices of Fred S. 
James & Co. The expansion is necessitated by the growth of the bank, which now 
has about $21,000,000 of deposits. The bank’s shares have advanced in price re- 
cently, the last sale of stock being at 186 and the present bid price 188.” 











Receiving Teller’s Department. 


CONDUCTED BY 


M. F. BAUER, 
Paying Teller of the American Exchange National Bank, New York. 


PART XXI. 


+ 


HEN the Teller has struck with his cash, and it proves, his 
next business is to have the cash gathered together to 
be locked up in the vault for the night and the deposit 
slips filed away for future reference. That means that 
the Clearing House exchanges are gathered together in 
regular numerical order of the drawee banks, are placed 
in a separate box and put in the vault. The next morn- 
ing these exchanges are taken from vault by the Receiv- 
ing Teller and are passed to the Mail Teller. The Mail 

Teller sends them to the Clearing House, together with his previ- 

ous day’s exchanges and morning additions. The sight drafts or 

non-clearing house items are also put into this box, though charged 
separately to the Mail Teller by the Paying Teller, as I have pre- 
viously explained, and become thereby part of the Mail Teller’s cash. 

The Receiving Teller’s exchanges as well as the Mail Teller’s ex- 

changes of the previous day, though apparently included in the Mail 

Teller’s total morning cash, are deducted from the total ‘ Ex- 

changes to Clearing House” amount, as they are not charged to 

him, but appear in the Paying Teller’s general proof, as has been 
likewise explained. 

A tin box is kept in which the gold and loose subsidiary coin is 
placed and in which, also, is placed the envelope containing the 
Office Matter. This is taken out of the vault in the morning by the 
Receiving Teller and passed to the Paying Teller, when it is veri- 
fied and distributed. The currency is also locked up in a separate 
compartment in the vault, to‘be passed by him to the Paying Teller 
in the morning. 

The deposit slips, with each division of the ledger strapped sep- 
arately, are put in a large manila envelope with the date on the out- 
side and placed in a drawer convenient to access. At the end of 
the month these envelopes are counted and put in a large box with 
the month and year printed on the outside, and if the number of 
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packages correspond to the number of working days for that month 
the box is removed to a regular place in the letter-room and retained 
there for ten years. , 

The Teller makes out a report from the figures of his proof, which 
he must sign and then leave with the President. 





RECEIVING TELLER’S DAILY REPORT. August 17, 1908. 
Number of Deposits, 593. Total amount of Deposits, $5,060,411.30) 


Received from Paying Teller, $  %3,698.08) 


Cash rec'd from other Tellers, $8 «2.6.2.5. $5,134,109 .38 


Deduct, Checks on Us, $ 291,869.97, 
Foreign Checks, Charged, $ 423,813.59) 
Items Charged to Mail Teller, $ 





Balance, $4,343,014.01 





Consisting of Clearing House Items, $3,997,438 .29 
Sight Drafts, $ 45,169.19 
Small, Foreign, $ 7,283.29 | 
Coupons, etc., $ 3,020. ($4,052,910.77 
Currency, $ 270,320. | 
Specie, $ 19,783.24)$ 290,103.24 
Difference in cash, zo cents short. $4,343,014.01 
Completed 5 o’clock. Signed, /ohn Doe, Teller. 





From the reports submitted by all the Tellers the President as- 
certains the causes of all changes in the daily General-Ledger state- 
ment, and also keeps himself informed of the work of each individual 
department. When, however, the cash does not prove, it is evident 
some mistake has been made or something overlooked. But what had 
better first be done to quickly locate this discrepancy is a question 
which cannot be answered off-hand. Only a long local experience in 
such matters will make the task an easy one to tackle. I can, there- 
fore, not give any general principle or rules how the Teller should 
proceed when he is faced by a difference, but I will give a few illus- 
trations so that I can make it plain the way I have dealt with differ- 
ences in my practice. The Teller, in the first place, must know the 
capacity of his customers for making errors, and then, secondly, he 
must know the reliability and peculiarities of the men under his 
charge. In possession of these two facts, the Teller will be greatly 
aided in his work. 

Differences like $10 or $100 or $1000 are always more likely to be 
somewhere in the footing of the work, and, therefore, it is advisable 
in such cases to have the footings verified first; and yet even such a 
difference may be due to a false listing of a check which may origin- 
ally have been overlooked. It is always well in starting a search for 
a difference to impress upon the clerks the importance of exercising 
extreme care in the work to follow, especially regarding the matter 
of figures out of place, and blind or illegible figures, for clerks hav- 





75,411.81/$ 791,095.37 
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ing once done the day’s work, and then obliged to go over it again, 
are apt to make them work automatically. 

Differences like, say $10, $100 or $1000, become very annoying if, 
after everything has been footed, clearing house checks in the rack 
have been looked back, amounts of the deposit slips have been re- 
called, and still the discrepancy has not been found. The question 
now arises, is the Teller sufficiently sure of the work so far accom- 
plished and is he now ready to check off, or would it be advisable to 
have the footings gone over once more, each man footing slips other 
than those he footed before. This latter course has often solved the 
problem, for differences are more likely to be passed in the footings 
than in any other way, and everyone knows what an endless task it 
would be to search for a difference by checking off when it was really 
made by an error in footing. 

When a difference gets to the stage of a check-off, and, as it is 
with us, the Teller does not list the number of the drawee bank on 
the deposit slip, and only a division is made of city and out-of-town 
checks, it may seem like an amazing problem to trace the items, but 
it is not only simple but has proved satisfactory with us. Instead of 
checking every amount in regular order only such amounts and figures 
are taken which are liable to bring the quickest result. Take, forin- 
stance, a difference of $100 short. The first figure to be checked 
would be amounts containing one’s in the hundred dollarcolumn. All 
deposit slips would be looked over, and any slip containing such spe- 
cific amount would be laid aside. Then each man with a number of 
these slips with specific amounts would list these items on a long sheet, 
initialing the item thus taken off on the deposit slip, and indicating by 
initials the name of the depositor on the long slip. When this is com- 
pleted the Teller with his assistant calls off from the clearing house 
check lists, and other cash lists, these specific amounts, initialing them 
at the same time, and, as the clerk with the long list finds the amount 
called he responds by recalling the amount and checking it. Any even 
amount like, say $100 or $150, the Teller looks up the name of the 
depositor on the check, and calls that with the amount, and only the 
identical name and amount is allowed to be checked by the clerk. This 
avoids confusion at the end, for there are too many of these amounts 
to permit of taking any chances. Should any item be called for which 
there is no corresponding amount on the long list an investigation is 
at once made by looking at the indorsement of the check and then 
examining the deposit slip. It may be the difference, and, again, the 
amount might have been overlooked by the clerk. 

When all the amounts called by the Teller have been checked on 
the long slips the latter are then examined for items which may have 
been left unchecked. If there are any such the deposit slips are 
first examined, and, if found to agree, the cash lists are again looked 
over for the unchecked items until located or traced through the 
difference. 

If it turns outa clean check-off, and all the one’s in the hundred 
dollar column have been checked, it is evident that had any, say 
fifty dollar check, been deposited as one hundred and fifty dollars, 
or any one hundred and fifty dollar check been deposited as /wo 
hundred and fifty dollars, it would have been a case of uncalled on 
the one side and unchecked on the other in the first instance, or 
called on the one side and not found on the other in the second instance. 


(To be Continued.) 
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THE GUARANTY OF BANK DEPOSITS. 


To the Editor: 


I have read with some degree of interest asecond communication from Mr. 
McLane Tilton, Jr., concerning the guaranty of bank deposits, which appeared in 
your August number. His plea, while characteristic of the banker advocate of 
deposit guaranty, is remarkable not only for the process of its reasoning, but for its 
open avowal of the inducement that moves many bankers to advocate that scheme. 
For instance, your correspondent says: ‘‘ It may be unjust to tax solvent banks to 
meet the losses arising from bank failures, but what becomes of this objection when 
you consider, as in this case,,that thousands of bankers will gladly suffer this in- 
justice in the hope of compensating benefits to follow.” 


However unjust laws may be, there will always be found some who are bene- 
fited thereby, and such laws, however infamous, always were and always will be 
entirely unobjectionable to those who reap profit through their operation, but | 
doubt if this fact were ever before seriously urged in support of the passage of 
such laws. 


Suppose it were proposed, by process of law, to seize upon the enormous for- 
tunes of some of our hundred millionaires and divide them equally among all the 
people. About ninety million people would be benefited, while only a dozen or two 
could complain of injury. Among the ninety million doubtless hundreds of thous- 
ands would be entirely willing to suffer this act of injustice “in the hope of com- 
pensating benefits.” Would any fair-minded man urge that in defense of such a 
gross violation of sacred property rights, guaranteed to every individual, under 
every constitutional government in existence ? 


Continuing, your correspondent says: And why make the guaranty compulsory ? 
Let it be optional, eliminating all injustice, as we could then participate or not just 
as we now have the choice of carrying other protective insurance.” 

Apparently your correspondent either does not know, or does not want to know, 
that bank deposit insurance or guaranty can be as easily and as readily obtained as 
those other forms of protective insurance he mentions, in identically the same man- 
ner without the necessity of state or governmental agency. 


Was the government ever seriously urged to undertake to collect and guarantee 
the distribution of fire, life, burglary, or accident insurance premiums in order to 
place these forms of insurance at our disposal ? 


There are plenty of guaranty or indemnity companies, with ample capital and 
resources, ready and willing to underwrite the deposits of any ordinary bank for a 
consideration or premium based upon the nature of the hazard involved, just the same 
as in all other forms of insurance. Their advertisements can be found in almost any 
financial journal. 


The fact that those bankers who are clamoring for drastic laws to enable them 
to insure their depositors have never attempted to insure them in the usual way of all 
other insurance, through the medium of companies organized and existing for that 
purpose, certainly lends color to the charge that they are not so much concerned 
about the safety of depositors or the prevention of panics, as they are desirous of 
having the law place them upon an equal footing with their competitors in the con- 
fidence of the public. 


Again, your correspondent says: “The trouble in all banking discussions is 
that it is improperly regarded as a unique form of credit substantially different from 
all other forms of credit. This is not correct.” Whether they differ or not is, I take 
it, immaterial to this discussion ; but, if they do not differ, perhaps your correspondent 
can inform us why it is that he and other advocates of deposit guaranty laws have se- 
lected that one particular form as a subject of their proposed legislation to the exclu- 
sion of all others? If they do not differ, perhaps he can tell us why they are not propos- 
ing to guaranty all forms of credit? That information might materially assist us in 
determining whether or not any difference really exists. 


Yours very truly. 
Texarkana, Tex., September 12, 1908. J. A. PONDROM. 
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This department is carried on for the benefit of all 
our subscribers, who are entitled to submit questions of 
general interest, and expect prompt and careful considera- 
tion thereof, without charge. The names and places of 
those submitting inquiries are published, unless special 
request is made to the contrary. 

For unpublished replies of a private nature a reasonable charge is made. 


PAYMENT OF CHECK. 


Check, lacking payee’s indorsement, paid without authority, not chargeable to customer 
and money recoverable from collecting bank. 


GONZALES STATE BANK AND TRUST COMPANY, 

Editor Banking Law Journal. GONZALES, TEXAS, August 24, 1908. 

DEAR SiR:—A check is drawn by A on B Bank in favor of C or order. It is 
presented to drawees by D Bank, and stamped by said D Bank, paid, but is not in- 
dorsed by C. If paid by B Bank, the drawees, and later C denies receiving payment 
from anyone, what is B Bank’s liability to the drawer of check, and has B Bank re- 
course upon D Bank for negligence in not securing the indorsement of C ? 

The liability of all parties is pretty well fixed in the writer’s mind, but he wishes 
to be corroborated through a reliable source. G. A. RIVEs. 


Answer.—B bank, the drawee, cannot charge the money paid to 
the drawer and is liable to him therefor; the check having been paid 
without the order or authority of the payee, to whom or upon whose 
order the bank was alone authorized to pay. The drawee, in turn, 
has recourse upon D bank, which collected money it had no right to 


receive. 
—_—_— 


ALLOWANCE OF CLAIM AGAINST BANKRUPT. 


Editor Banking Law Journal. , PENNSYLVANIA, August 24, 1908. 

DEAR SIR :—Please favor me with your opinion on the following : 

A bank holds notes of a wholesale house for money loaned to it, the bank sub- 
sequently advances money to the same house on or secured by assignment of ac- 
counts of goods sold and delivered. The wholesale house goes into bankruptcy. In 
making claim to the referee in bankruptcy for the unsecured loans, would the bank 
be required to surrender their assigned accounts before they would be allowed to 
participate in the distribution of the bankrupt’s effects with their unsecured loans ; 
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and would the matter of time since the secured debt was made have any bearing cn 
the case? INQUIRER. 

Answer.—The Bankrupt Act (§ 57g) provides: ‘‘The claims of 
creditors who have received preferences, voidable under section 60, 
subdivision b, or to whom conveyances, transfers, assignments or in- 
cumbrances, void or voidable under section 67, subdivision e, have 
been made or given, shall not be allowed unless such creditors shall 
surrender such preferences, conveyances, transfers, assignments, or 
incumbrances.”’ 

You seek to have allowed an independent claim upon notes for 
money loaned without security. Must you surrender the assigned ac- 
counts taken as security for money loaned on another transaction? 

We think not. Section 67, subdivision e, of the Bankrupt Act, 
avoids the bankrupt’s preferential transfer of his property to his 
creditor within the four months, except as to purchasers in good 
faith, for a present fair consideration. The assigned accounts would 
come within the exception and the bank would not, we think, be re- 
quired to surrender them as a condition of allowance of its claim on 
the unsecured notes. 

In Dunn v. Gans, 129 Fed. 750, a bank sought to have allowed a 
claim on two unsecured notes of $2,500 each, which it had discounted 
for the maker. At the time these notes were made the maker was 
also indebted to the creditor in the sum of $10,000; and in the two 
months following the giving of the two notes the maker paid off 
the said indebtedness of $10,000, which was within the four months 
period. It was held the claim on the two notes would not be allowed 
unless the preference was surrendered. It was contended the prefer- 
ence was not given on the claim sought to be allowed, that that was 
independent; but the court held section 57g concerns creditors and 
not claims; that the creditor could not split up the indebtedness so 
as to apply the preference in payment of some of the notes and have 
allowed the others as separate claims without surrendering the pref- 
erence. 

But the present case is different, as we do not understand the as- 
signment of the accounts, for present value advanced, is voidable 
under section 57g. Seealso, Abraham Steers Lumber Co., 112 Fed. 406. 


SJ 


CALCULATION OF INTEREST—BANK SET-OFF. 


FIRST NATIONAL BANK. 
Editor Banking Law Journal. DALLASTOWN, PaA., August 27, 1908. 
DEAR SIR :—I wish to present several questions for answers if | am privileged 
to do so. 
1. A note of $1,000 bearing interest at 6 per cent. for 60 days is brought to our 
bank for discount. I would calculate interest, which would be $10; next I would 
add $10 to the face, making it $1,010; I would then discount the $1,010 and calcu- 
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late the discount which would be $10.10 on the face and interest, giving the party 
$999 90 as the proceeds of same. Question: Is this the proper way to do, or are 
we wrong in our method ? 

2. Mr. A. appoints assignee, and at the time he appoints assignee he has a 
balance at the bank, and also at the same time a note he owes at bank The ques- 
tion is, legally speaking, can we attach such amount of balance to apply on his note 
when due? Respectfully, W. H. ANSTINE, Cashier. 

Answer.—(1) The added interest, $10, is figured on the basis of 
360 days constituting a year and 60 days one-sixth of a year. Ina 
few states statutes have been expressly enacted to the effect that in 
calculating interest 360 days may be considered a year. In the ab- 
sence of statutes of this character a few decisions are to the effect 
that calculation of interest on this basis is usurious ; but there are 
also decisions to the opposite effect, and that bank custom legalizes 
this basis of calculation. We presume that in Pennsylvania it is 
customary and would not be held usurious to figure interest for 60 
days at one-sixth of the highest lawful amount allowed for a year, 
although a year has 365 and not 360 days. And, of course, it is well 
settled that bank discount, deducting the interest in advance, is not 
usurious. We should say, therefore, that it was legal and proper to 
give the borrower $999.90 as the proceeds of discount of his 60 day 
note for $1,000 with six per cent. interest. 

(2) It has been held in Pennsylvania that a bank may set off the 
amount of a note of an insolvent depositor held by it, in an action 
by him, or by his assignee for creditors, to recover the amount of 
the deposit, although such note was not due at the date of insolvency. 


COMPOUND INTEREST CLAUSE IN NOTE. 
AMERICAN NATIONAL BANK. 
Editor Banking Law Journal, SILVER City, N. MEX., August 14, 1908. 
DEAR SIR:—I would thank you to advise me through your valuable publica- 
tion if the following clause in a promissory note would be construed as usury where 
the maximum rate of interest is charged: 


‘Said interest, if not paid as it becomes due, is to be added to the principal, and 
become a part thereof, and to bear interest at the same rate.” 


Yours very truly, A. F. KERR, Cashier. 


Answer.—The authorities generally hold that it is not unlawful, 
after interest at the highest legal rate on a sum of money is due, to 
contract for the highest legal interest upon such unpaid interest; 
but before such interest is due, it is unlawful. See, for example, 
Drury v. Wolfe, 134 Ill. 294, wherein it is said: ‘‘ The general rule 
recognized by this court is, parties cannot be bound by any contract 
made before interest is due, for the payment of compound interest. 
But after interest is due, it may, by agreement then made, be added 
to the principal, and made to thereafter bear interest. There is, 
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perhaps, an exception to the rule as first above stated, in the case of 
inter st coupons annexed to commerical paper. Such coupons bear 
interest. But in such case, interest is not compounded indefinitely. 
Interest is simply payable upon the amount of the face of the coupon.” 

We are not aware of any decision in New Mexico upon the legal- 
ity of a clause for compounding of future interest, such as the one 
in question, but from the weight of authority elsewhere the clause 
would be held to make the note usurious. 


| 
BANK OFFICER NOT EXEMPT FROM JURY DUTY. 


Editor Banking Law Journal, , KANSAS, September 1, 1908. 
DEAR SIR:—Kindly inform me whether an active officer in a National bank can 

be compelled to serve on a petit jury in the District Court in the State of Kansas. 

CASHIER. 


Answer.—There appears to be no exemption from jury duty pro- 
vided by the statutes of Kansas of active officers of National banks. 
Section 3990, General Statutes of 1905, exempts all persons holding 
office under the laws of the United States; attorneys and counsellors 
at law; physicians; all registered pharmacists and assistant phar- 
macists; ministers of the Gospel; professors and teachers of colleges, 
schools and other institutions of learning; ferrymen; members of 
legally organized fire companies; all persons more than 60 years of 
age; and all other persons exempted by any other law of the state 
from service on juries. 

We know of no other law by which active officers of national banks 
are exempted, and do not believe that they could claim exemption 
as holding office under the laws of the United States. 


THE CORN EXCHANGE NATIONAL BANK, OF CHICAGO. 


The new home of the Corn Exchange National Bank, of Chicago, is one of the 
most elaborate and palatial banking rooms in this country, if not in the world. The 
new building, which was erected for the bank, will be known as the Corn Exchange 
Bank Building. It is a sixteen story business structure, with a front on La Salle 
Street of 190 feet and 75 feet depth on Adams Street. It is 260 above the level of the 
street and 120 feet below. Shepley, Rutan and Coolidge, architects, designed the 
building and superintended its construction. In our next issue we will give a com- 
plete description of this magnificent banking house accompanied with some views of 
its interior and exterior. 


THE BATTERY PARK NATIONAL BANK, NEW YORK CITY. 


The Battery Park National Bank has moved into its new quarters in the Produce 
Exchange Building at No. 2 Broadway. This is a much more convenient location 
for the customers of the bank. It hasa capital of $200 000, and a surplus of $100,000. 
The officers are: E. A. de Lima, President; Calvin Tomkins, Vice-President ; Edwin 
B. Day, Cashier. 





ADDENDA. 


BONDS OWNED BY NATIONAL BANKS. 


The summary of reports of condition of the national banks at the close of busi- 
ness July 15, 1908, shows the total of the item “ bonds, securities, etc.,” owned by 
the banks to be $765,875,219.95. 

With a view to determining the character and amount of assets of this nature 
that would be readily available as security for the additional circulation provided for 
by the Aldrich-Vreeland Bill, in the event of an emergency, the Comptroller of the 
Currency has made the following classification : 

State, city, town, county, municipal, or district bonds . ....$105,144,006.12 

Railroad and other corporation bonds 507,425,613.60 

Miscellaneous bonds, not classified 17,289,891.72 

Judgments, claims, etc 136,015,708.51 

WE vex -765,875,219.95 

It will be noted in this connection that the assets in question are ample in 
amount to provide security for additional circulation to the limit authorized by the 
Aldrich- Vreeland Act without resorting to commercial paper—that is, approximately 
$95,000,000 (or go per cent ) on State, City, etc., bonds, and $495,000,000 (or 75 per 
cent.) on the remaining securities. 

The country banks or those not located in reserve cities are shown by this 
statement to own nearly 70 per cent. of the State, municipal, etc, bonds, over 48 per 
cent. of railroad and other corporation bonds, and over 53 per cent. of the combined 
investments of this character. 

¢ Following are the totals of bonds, judgments, claims, etc., owned on July 15th 
by the National banks located in each of the central reserve cities, all other reserve 
cities combined in each geographical division, and in the United States: New York 
City $159,478,306, Chicago $25,726,340, St. Louis $6,101,092—total central reserve 
cities $191,305,738; all other reserve cities $166,986,567 ; total for all reserve cities 


$358,292,305. New England States $58,611,185, Eastern States $204,932,606, 
Southern States $25,366,248, Middle States $85,673,632, Western States $15,441,732, 
Pacific States, $17,317.479, Island Possessions $240,029—total for states $407.582.,- 
911. Adding the totals of central reserve cities, all other reserve cities, and the 
States gives a grand total of $765,875,216. 


‘IN THE YEAR 1810.” 


The Bank of Pittsburgh N. A. has recently issued a neat and attractive booklet 
entitled “In the Year 1810." It contains very interesting facts concerning Pitts- 
burgh as it was at that time. The illustrations are unique, showing both old articles 
of use and the crude ways of a hundred years ago. A full page view of the city in 
1810 is very interesting, showing how Pittsburgh appeared at the beginning of the 
nineteenth century. A small space is devoted to a short historical sketch of the 
bank which should be of great interest. It may not be generally known that 
The Bank of Pittsburgh N. A. is the oldest bank in the United States, West of the 
Alleghany Mountains ; that it was in existence when William the Fourth was King 
of England and Napoleon reigned over France, and that it isthe only bank in the 
United States that has existed for ninety-eight years without suspension of any kind. 
This is a record of which Pittsburghers especially should be proud. There are 
three different pictures of The Bank of Pittsburgh N. A.—showing the first build- 
ing occupied when started in 1810, the second home of the Bank from 1831-1894, 
and the magnificent building it now occupies at 226-230 Fourth Avenue. 

As a whole “In the Year 1810” is an attractive and very interesting booklet. 
Everyone should have a copy on file and will find it worth while reading. Copies 
may be had at the bank upon application. 








COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to the 





New York Clearing House for the weeks ending Sept. 7, 1907, and Sept. 5, 1908, respectively, 
together with a computation of the proportionate increase or decrease of deposits for the year: 


BANKS. 


Bank of N. Y., N. B. A... 
Bank of the Manhattan Co 
Merchants’ National ..... 
Mechanics’ National ..... 
Bank of America........ 
Phenix National......... 
National City........... 
Chemical National....... 
Merchants’ Exch. National 
Gallatin National........ 
Nat. Butchers & Drovers. 


> 
American Exchange Nat. 
Nat. Bank of Commerce. . 


ere seha 
Hanover National....... 
Citizens’ Central National 


Metropolitan Bank....... 
Corn Exchange.......... 
Importers & Traders’ Nat 
National Park........... 
East River National..... 
Fourth National...... a 
Second National......... 
First National .......... 
Irving National Exchange 
DEG iv cecccsene soee 
N. Y. County National... 
German-American....... | 
Chase National.......... 
Fifth Avenue........... 
German Exchange....... 
re 
Lincoln National........ 
Garfield National........ 
Fifth National .......... 
Bank of the Metropolis... 
West Side Bank......... 
Seaboard National....... 


Liberty National......... 
N. Y. Produce Exchange. 
eee 
Fourteenth Street Bank... 





National Copper Bank..,.. 


Totals............($1,038,348, 509}81,300.,731,400) $994, 





Loans, 
1907. 


$ 17,097,000 
23,950,000 


13,793,000 
20,414,000 
20,624,800 
7,47 3,000 
156,236,900 
25,276,800) 
6,169, 300 
8,395,400 
2,21 3,000) 
5,912,800) 
28,022,000) 
136,289,700) 
17,943,900) 
3,209, 300) 
5,579,300) 
2,031,300 
54.660,900 
20,389, 100 
3,661,300 
7,323,600! 
11,493,700 
36,179,000 
24,909,700, 
72,310,000 
1,143,600 
18,169,000 
8,799,000 
91,455,400 
14,454,000 
3-390,000 
5.835.700 
3.904,600 
49,67 1,400 
9.491, 100) 
3,529,500) 
4,587,900) 
13,054,300 
7,154,000 
2,955,100 
9.635,800 
3,918,000 
15,495,000 


12,916,600 
6.434.400 
13,963,000 
6,841, 300 





| 
1908. | 
| 





Loans | 


Average, 


$ 22,209,000} 
26,788,000) 
24,193,000} 
25,210,000) 
28,215,500} 

6,997 ,COo} 
184,369,800) 
31,987,300) 
6,779,600, 
9,864,600) 
2,183,800] 
6,131,600, 
33,172,200)| 
179,518,200 | 
10,61 3,700) 
3,420,900 | 
6,7 32,500)| 
1,739,000) | 
66,349,300 | 
21,718,600 | 
4,527,300 
7,032,100)| 
10,827,200)| 
43.7 39,000 | 
27,106,600)| 
91,032,000 | 
1,272,500) 
27,026,000 | 
10,27 3,000 | 
124,732,200)| 
18, 349,000 | 
1,968, 100)| 
8,028.800)| 
3,840, 100 
83,309,300) 
11,5 32,600} 
4,041,800 || 
4,538, 500)| 
15,565,300) 
6,928,100) 
3,127,400 
10,548,400 | 
4,342,000 | 
21,845,000) 





16, 147,700 
6,608,600, 
10,108,000 


4.434,700) 
19,056,500) 





Deposits, 
1907. 


$ 15,386,000 
27,250,000 
15,155,000 
20,484,000) 
21,230,600 

6,711,000 
136,529,800 
2 3.963,000 
6,384,300) 
5,766,400 
1,950,000 
6,130,500 
20,496,600! 
111,491,000 


12,619,900 
3,397,500 
5,515,300 
2,389,200} 

62,665,300] 

19,164,200 
3,947,500 
6,742,400} 

11,495,900) 

41,712,000} 

21,355,000) 

82,072,000) 
1,255,900) 

17,947,000 
9,010,000) 

79,172,300) 

13,830,000 
3.556,000) 
6,087,000} 
3,649,800) 

53.190,700} 

10,252,900 
3-923.400) 
5.742.600) 

13,845,500) 
7,104,700) 
2,840,400 
8,506, 300) 
4,195,000 

17,647,000 





10,992,700 

7,512,500 
15,545,000 
7,160,500 








t United States Deposits included, $9,246,900. 











cic ten gs ton 
I oi aan 409| 


tDeposits | 
Average, Per Cent. of 
1908. Inc. Dec. 
$ 22,206,000] 44.3 . 
39,653,000) 45.5 . 
28,692,000] 89 3 . 
30,950,000] 51. |. 
31,098.200] 46.4 ... 
6,159,000, ....| 8.2 
218,003,600) 59.6 . 
2,578,000] 36.2 .... 
7+325,700) 14.7 . 
8,069,100} 39.9 . 
2,067,200] 6... 
6,680,000] 8.9 .... 
28,501,200] 39. |.... 
167,527,600] 50.2 .... 
7,006,600] .. 44.4 
3:145,900, .... 7.3 
7,201,200} 30.5 .... 
2,387,300. EES) (ree 
79,023,400| 26.1 .... 
21,687,400] 13.1, .... 
4,892,900] 23.9 .... 
8,828,200] 30.9 ... 
11,007,200} nine. 4.2 
51,985,000] 24.6 .... 
25,073,000) 17.4 . 
104,963,000} 27.8 . 
1,342,500} 6.8 . 
29,012,000] 61.6 . 
11,100,000| 23.1 . 
124.352,700] 57... 
19,359,400) 39.9 .-.. 
3,270,000] ....| 8. 
7,725,800] 26.8 ... 
3,503,000] .... 4. 
94,706,500] 78. ... 
13,180,800) 28.5 .... 
3,958,300} .8... 
5,516,000} ... 3-9 
17,054.900] 23.1, .... 
7.391,8c0) 4. |. 
3,281,400) 15.5). 
10,708,000) 25.8) . 
4.789.000] 14.1) . 
26,649,000] 51. 
15,836,200] 44. | .... 
7,820,000] 4. |.... 
12,628,000! .... 18.7 
4,575,000] ....| 36.1 
18,169,400] arn’ baa 








